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Organization Structure—A Plan for Action 


T HERE IS a belief among some managements that the 
organization structure should be established around the 
peculiar interests, abilities, and personalities of individuals 
within the organization. This might be called the “great 
man” theory of organization: individuals are thought to 
make the organization, and, therefore, specific positions 
and relationships should be established to take advantage 
of their interests and abilities. . . . However, the organ- 
ization structure is intended as a guide, a plan for selecting, 
developing, assigning, and promoting individuals within the 
enterprise. The structuring of position and relationship as- 
signments within the enterprise on the basis of abilities and 
interests of present members commits the enterprise to 
the recruitment, development, and training of individuals 
identical to these present members. 

The organization structure should be recognized for 
what it is—a plan for action. The organization structure is 
a plan for the grouping and relating of activities and as- 
signments within the enterprise—not the relating of indi- 
viduals. It is true that the plan will have to be altered and 
adapted to fit abilities and aptitudes of members available 
for assignment, but the plan should not be discarded. 

. Rather, it should be retained as a plan setting forth the 
goals for staffing, goals which would disappear if the struc- 
ture were established merely on the basis of interests and 
personalities of incumbent members. 


—TuHomas A. MAHONEY, Building the Executive Team. 
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Executive Compensation Trends 
Mirror Economic Downturn 


THAT THE TREND of business activity is 
reflected in changes in the level of execu- 
tive compensation clearly emerges from 
the 1961 middle-management survey just 
completed by AMA’s Executive Compen- 
sation Service. During the ten years of this 
continuing series of studies of middle- 
management compensation, the annual 
rate of increase in the salaries of this ex- 
ecutive group has been fairly constant. 
The current report shows, however, that 
the rate of increase of middle-manage- 
ment salaries during the 12 months ended 
January, 1961—a year that started out in 
the first fine flush of enthusiasm for the 
promise of the “Soaring Sixties” and 
closed with a fairly discouraging final 
quarter—was about one percentage point 
lower than usual. 

Similarly, incentive payments, in which 
about half the executives studied partici- 
pated, were about 12 per cent lower than 
in the previous year. Since incentive plans 
are more closely tied to profits than are 
salaries, the drop mirrors the economic 
slowdown even more clearly than does 
the declining rate of salary increases. 
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Actually, though executive compensa- 
tion tends to move in the same direction 
as changes in the economy, the two 
trends are not necessarily simultaneous, 
the ECS studies have shown. Generally 
speaking, a change in the level of business 
activity precedes a corresponding change 
in the trend of management pay. 

Further, an unfavorable change in the 
economy seldom affects all industries at 
the same time. While some may find it 
necessary to cut back their payrolls dras- 
tically, and some to hold them firmly in 
check, other industries may be unaffected 
by general economic conditions. Compan- 
ies in these industries may run counter to 
the trend and step up their executive com- 
pensation levels. Thus, in the 1961 sur- 
vey, about 8 per cent of the positions re- 
ported were granted general increases 
ranging from 2.6 to 4.4 per cent of salary 
and about 6 per cent reflected promotions 
averaging 11.5 per cent of salary. Merit 
increases averaging from 6.7 to 7.9 per 
cent for the various functions covered 
were also reported for 43.5 per cent of 
the positions. This, however, was a some- 
what lower proportion than has been 
noted in previous years. 





Over 9,000 marketing, manufacturing, 
financial, engineering, research, and per- 
sonnel positions were covered by the sur- 
vey. The positions studied were those one 
rung below the top-management, policy- 
making level—in other words, the jobs 
usually responsible for the interpretation 
and execution of policy and for the suc- 
cessful direction of assigned divisions or 
departments whose actual results are 
achieved through lower staff and super- 
visory positions. 


An End to Convention Recruiting? 


Time was when a professional conven- 
tion was a dignified affair, with a single 
end in view: to facilitate the exchange of 
new technical information among the 
society’s members. Not any more. A 
gathering of engineers or scientists today 


is commonly accompanied by all the raz- 
zle dazzle of a gigantic sales exhibition. 
While discouraged speakers deliver their 
papers in half-empty conference rooms, 
the main business of the meeting is con- 
ducted in nearby hospitality suites and 
hiring halls. Who cares what they are 
saying from the platform? Seemingly, the 
only registrants who are not scouting 
around for better jobs are the company 
representatives on the lookout for possi- 
ble recruits. 

At one recent convention, society offi- 
cials noted with some disquiet that, 
while total attendance broke all records, 
the attendance at actual meetings was 
lower than ever before. Other profes- 
sional societies have had the same experi- 
ence. The time, in fact, seems not too 
far off when the professional conference 
will cease to serve as the primary medium 
of communications in its field—a pros- 
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pect that, in this day and age, is surely 
a matter of vital concern both to industry 
and to the nation at large. 

While the professional societies them- 
selves are perhaps partly responsible for 
the deteriorating caliber of their activities, 
there can be no doubt that a considerable 
share of the blame must be laid at the 
door of iridustry. Many companies, figur- 
ing that some of the men they send to 
the meeting will inevitably be snared 
away, have taken the view that their 
only defense is to put on a recruiting cam- 
paign of their own. Others have washed 
their hands of the whole business to the 
extent of refusing to allow their technical 
men to attend such gatherings, for fear of 
losing them to a competitor. Whichever 
attitude the company takes, the purpose 
of the meeting is obviously further un- 
dermined. 

Actually, it’s no secret that many, if not 
most, companies now employing engi- 
neers and scientists would welcome the 
suspension of convention recruiting be- 
fore it gets completely out of hand. Can 
anything be done to reverse the trend? 
Mr. Van M. Evans, executive vice presi- 
dent of Deutsch & Shea, Inc., of New 
York, recently fired an initial salvo in this 
direction by sending an open letter to 14 
major professional societies urging them 
to ban all recruiting activities at their 
meetings. Thus far, he reports, the re- 
sponse has been sufficiently encouraging 
to indicate that active steps may shortly 
be taken along the lines he proposed. 

It is clear, however, that industry must 
cooperate before any ban on recruiting 
can be effectively enforced. The Western 
Electronics Conference tried to call a halt 
to recruiting activities last year. All that 
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happened was that recruiting proceeded 
as busily as ever in a nearby hall outside 
the meeting’s jurisdiction. Unless individ- 
ual companies have the courage to refrain 
from what for the most part are purely 
defensive tactics, it seems all too likely 
that convention recruiting will continue 
its course unchecked. 


Women in Business: 

The Old Attitudes Persist 

EARLIER PREDICTIONS that industry would 
face an acute labor shortage over the 
coming decade have been somewhat 
clouded recently by fears that the present 
high levels of unemployment will persist 
despite any foreseeable rise in the econ- 
omy’s rate of growth. Observers have 
been quick to point out, however, that 
the hard core of unemployment is mainly 
confined to the ranks of the unskilled 


and the semi-skilled. Skilled workers of 


all kinds are still in short supply and 
likely to continue to be in the years im- 
mediately ahead. 

It is also generally agreed that the spe- 
cial employment needs created, on the 
one hand, by the new technology and, on 
the other, by the long-term shift from 
manufacturing to service industries will 
have to be filled for the most part by 
older women. That women are becom- 
ing a more and more important segment 
of the labor force is already clear from 
the latest BLS figures. Thus the number 
of women engaged in clerical and service 
jobs rose by 700,000 last year, while the 
number of men rose by only 600,000; 
and whereas the number of women en- 
gaged in production work remained more 
or less stationary, the number of men in 
blue-collar jobs dropped by 1,300,000. 
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In short, women are not only here to 
stay—they are likely to be increasingly 
visible on the industrial scene from now 
on. Yet many companies are still reluc- 
tant to consider women for positions 
above the rank and file, apparently heed- 
less of the fact that the coming shortage 
of men in the 25-35 year age group be- 
tokens a day when there will simply not 
be enough male supervisors to go around. 

A survey among upwards of 2,000 
manufacturing and service companies re- 
cently carried out by the National Office 
Management Association showed, for in- 
stance, that two-thirds of the respondents 
had qualms about appointing a woman 
as supervisor of a department employing 
men workers, while an even higher per- 
centage thought that a man was more 
likely to be successful than a woman 
in supervising an all-women department. 

Just over half the participating compa- 
nies also said that when a higher position 
became vacant, it was their practice to 
give preference to a man over a woman, 
even though both had equal qualifica- 
tions. On the other hand, in the case of 
jobs that can be performed equally well 
by either men or women, no particular 
bias was evident among the respondents: 
32 per cent preferred men, 33 per cent, 
women; the remaining 35 per cent had no 
feelings one way or the other. 

Replies to other parts of the question- 
naire also showed that women workers 
in general were considered more trouble- 
some than men: 80 per cent of the re- 
spondents said that women had a higher 
rate of absenteeism, 75 per cent said that 
they were more likely to be gossips arid 
prima donnas, and 52 per cent thought 
they tended to be more neurotic. 





While there were some encouraging 
signs that attitudes toward women in 
business are changing—only one-third of 
the participating companies, for example, 
still had a “double standard” pay scale, 
and less than 10 per cent had a policy of 
not hiring women over 35—on the whole, 
the replies indicated that personnel prac- 
tices will require some overhaul before 
the available supply of womanpower is 
likely to be used to its fullest potential. 


Can Employees Be Too Healthy? 


UNDERSTANDABLY ENOUGH, good health 
ranks high on every company’s list of 
desirable employee attributes. Certainly, 
in the case of the rank-and-file worker, 
there would seem to be little doubt that 
few of the qualities he brings to his job 
are likely to outweigh the solid worth of 
a perfect attendance record. Higher up 
the ladder, though, the man who is never 
off sick may not be quite such a prize as 
he seems. He puts in his time, all right, 
but he’s not too deeply involved in what 
he is doing. If he were, suggests Dr. Law- 
rence E. Hinkle, Associate Professor of 
Clinical Medicine at the Cornell Medical 
College, he wouldn’t be so healthy as all 
that.* 

People who enjoy conspicuously good 
health, Dr. Hinkle says, tend to be those 
who are concerned primarily with their 
own comfort and security. They refuse to 
let circumstances or people bother them, 
because they are too busy concentrating 


*“Good Die Young?” Industrial Medicine & 
Surgery, April, 1961, p. 40. 
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on their own selfish goals. It is among 
the “least healthy” members of a group 
that we most often find the status-seekers 
and the strivers, the people with strong 
creative urges, and those with a deep-felt 
concern for the welfare of others. 

It is doubtful, Dr. Hinkle thinks, 
whether the highest human goals, or the 
most complex and responsible social roles, 
will ever be filled by men except at some 
cost to their health. Life in any human 
society, he points out, requires a constant 
curbing, postponement, and modification 
of the basic biological drives. The ulti- 
mate purpose of these drives is to main- 
tain the body in a state of equilibrium, 
that is to say, perfect physical health. It 
is the restrictions that life places in the 
way of satisfaction of these drives that 
probably account for the numerous minor 
ailments that make up by far the greatest 
proportion of all illness. In other words, 
when human energies are deflected into 
other than purely biological channels, a 
certain amount of physical distress is the 
inevitable result. 

Following Dr. Hinkle’s line of reason- 
ing, an organization composed entirely 
of people who never so much as sneezed 
would, in a sense, be a pretty sick outfit. 
At all events, the company concerned with 
building a highly motivated workforce 
need not, it seems, be unduly disturbed 
by a moderate amount of sickness ab- 
senteeism. This traditional index of low 
morale may be, in fact, an encouraging 
sign of genuine involvement in the goals 
of the enterprise. 


THe First way to expand prosperity and attain maximum economic growth is 
through a larger reservoir of people with higher competence.—Henry M. Waiston, 
in Goals for Americans. 








A Hard Look at Testing 


Though still at a relatively immature stage of develop- 


ment, testing is nonetheless one of our best bopes of 
placing people in the jobs where they are likely to 


function best. 
SAUL W. GELLERMAN 


P ersownex restive has as yet come 
nowhere near the point at which its 
usefulness can be definitively judged. 
As a matter of fact, it may never reach 
that point, since both its opponents and 
its advocates seem content to judge it 
on the basis of its present immature 
state. 

Recent surveys* have shown that the 
majority of executives, particularly 
those in large companies, are prepared 
to accept testing in its present form, 
* See L. B. Ward, “Problems in Review: Putting 


Executives to the Test,” Harvard Business Re- 
view, July-August, 1960. 


while a vociferous minority reject it al- 
together. We don’t know, however, 
how many executives would prefer to 
suspend judgment until tests can be - 
updated and revitalized. But from 
their effects on the test market it would 
seem that they are not very many. 

Yet the cardinal facts to be grasped 
about personnel tests are that most of 
them are underdeveloped, that little is 
being done to develop the rest, and 
that only a few of today’s tests can 
prove very much one way or the other 
about the ultimate value of testing it- 
self. 

It is fashionable nowadays for the 
popular press to carry severe criticisms 





of testing. While a few of these attacks 
are irresponsible, the majority score 
substantial points that we cannot af- 
ford to ignore. Some examples: 


> Tests do not show a particularly im- 
pressive correlation with actual perform- 
ance, especially in such vital fields as 
creative and managerial work and in jobs 
where motivation plays an important role, 
such as selling. 

> Any intelligent person can fake his 
answers to produce whatever “pattern” of 
scores he desires; indeed, he owes it to his 
self-respect to do exactly that. 

& Tests pry unforgivably into matters 
that are none of management’s business or 
anybody else’s, and by so doing they en- 
courage fearful, self-stifling conformity. 
> Tests tend to acquire an aura of final- 
ity, either because of the promotional ef- 
forts of those who sell them or because 
managers shrink from pitting their own 
judgment against them. One result of this 
is that management allows poor test scores 
to outweigh solid records of achievement 
in decisions affecting the whole course of 
a man’s career. 


On the other hand, the arguments 
in favor of tests cannot be lightly 
brushed aside: 


> Many of the evils attributed to them, 
especially the abuse of privacy and the 
damage done to individual careers, are 
not inherent in tests themselves but are 
due to the unscrupulousness or naiveté of 
those who use them. They can therefore 
be corrected by discipline and education. 

> The use of tests to weed out individu- 
alists springs from an oversimplified and 
obsolete notion of how test scores should 
be interpreted. Sophisticated testers recog- 
nize that in most companies success can 
be achieved in more ways than one and by 
more than one kind of person. 

> Tests can be fairly efficient at screening 
out job applicants who will pass other 
forms of evaluation but will fail in train- 
ing or shortly thereafter. Management can 


A HARD LOOK AT TESTING 9 


thus be spared a fruitless training expense, 
and the individual—though he probably 
will not appreciate it—can be spared an 
experience that would enhance neither his 
ego nor his résumé. 
Since oue man’s opinion of another 
may well involve some bias, unintentional 
or otherwise, and even if unbiased will 
tend to differ from the opinions of other 
observers, tests provide the only available 
element of objectivity in the difficult busi- 
ness of evaluating people. 

All this adds up to a stalemate. 
There is plenty that is wrong with 
tests, and though some of it is un- 
doubtedly due to peripheral factors we 
have no reason to assume that all will 
be well if we merely tighten up our 
procedures and spread the gospel of 
sophisticated test usage. Still, no feasi- 
ble alternative to tests is in sight, and 
we must therefore make the best of 
them somehow. 

But the situation is not so black as 
all that. It is my contention—and the 
substance of this article—that much of 
what is currently wrong with tests is 
the result of their relatively immature 
stage of development; that the art of 
testing has not advanced as quickly as 
it should have; and that testing, de- 
spite all the misunderstanding it has 
generated, is still one of our best hopes 
for maximizing human satisfaction 
and efficiency at work. 


A Case of Arrested Development 


At the outset, it is well to remember 
that testing is a fairly recent innova- 
tion. The first test to be used on a large 
scale was the famous “Army Alpha” of 
World War I, and it was only after 
World War II that tests really bur- 
geoned in the business world. 





10 PERSONNEL 


Thus we can still classify most tests 
as belonging to the first or second 
“generation” of their kind. By and 
large, the first-generation tests fall into 
two categories—those that were based 
on educated guesses as to how a test 
should be constructed in order to do a 
good selection job and those that were 
specifically devised for non-industrial 
use and pressed into industrial service 
where the need for a test—any test— 
was acute. In the latter category are 
tests that were developed as aids to 
psychiatric screening or as research in- 
struments for the study of such phe- 
nomena as personality and intelligence. 

The defects of these tests—and there 
are many—have been eliminated, or at 
least more tightly controlled, in the 
second-generation tests. These newer 
tests are usually more resistant to dis- 
tortion by irrelevent factors; they are 
harder to fake; and they measure a 
wider spectrum of specific aptitudes 
and traits. More important still, we 
have a better idea of just how well 
they correlate with the kinds of events 
tests are supposed to predict, such as 
decisions to promote, retain, or sepa- 
rate an employee. 


The Dubious Assumption 
Underlying Most Selection Tests 


These second-generation tests ap- 
pear in the catalogs of most of the 
large test-publishing houses, but are 
not yet nearly so popular or so widely 
used as the first-generation tests. More- 
over, even if they were somehow to 
replace the older tests overnight, the 
net improvement would not be re- 
markable, for the difference between 
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the two groups lies only in their degree 
of sophistication and not in concept. 
Both first- and second-generation tests 
rest on the assumption that the indi- 
vidual’s paper-and-pencil behavior is 
determined by the same elements as 
his job behavior, or at least by elements 
similar enough for the former to be a 
reasonably useful predictor of the lat- 
ter. 

But psychologists know that this is 
at best a gross oversimplification—so 
much so that it takes a very deftly con- 
structed group of tests, thoughtfully 
chosen and administered, to show a 
consistently impressive correlation 
with job performance. Many of today’s 
industrial testing programs—perhaps 
even most—do not measure up to such 
exacting standards. This is probably 
why they so often fail to meet even a 
minimum standard of accuracy when 
examined in the cold light of on-the- 
job results. 

Unfortunately for tests, this cold 
light isn’t played upon them very often. 
“Testing the tests” by means of regular 
follow-up studies of the performance 
of tested employees is not a widespread 
practice. Once a testing program is in- 
stalled as a regular feature, it is likely 
to remain in effect more because of 
force of habit or blind faith than be- 
cause of any objective evidence that it 
works. 

True, conclusive “proofs” of the va- 
lidity of a test are seldom feasible: no 
company can be expected to hire every 
applicant, without regard to his test 
score, in order to find out whether 
people with low scores will really turn 
out to be incompetent. What’s more, 





finding a suitable measure of perform- 
ance against which test scores can be 
evaluated is a notoriously tricky busi- 
ness. The ultimate “measurement” of 
performance, particularly for jobs 
where intangibles weigh heavily in de- 
termining success or failure, is likely 
to be somebody’s subjective opinion. 

Despite these technical difficulties, 
tests can and should be analyzed in 
terms of job results. As a matter of fact, 
it is not technical difficulty but sheer 
inertia that prevents checks of this 
kind from being made more often. 
Without these checks, the advantage of 
second-generation tests—a reduction 
in avoidable errors—is never realized. 


A New Idea in Testing 


Meantime, where are the third-gen- 
eration tests—the ones we should nor- 
mally expect to be developed in the 
light of our growing understanding of 
human behavior? Has psychology pro- 
duced tests that differ in concept, 
rather than in mere technique, from 
those which assume that paper-and- 
pencil behavior is a sample of, or at 
least a second cousin to, our real-life 
behavior? 

As a matter of fact, it has. But if you 
want to know more about these tests 
you will probably have to journey to a 
university campus or to a mental 
health research center. There you may 
find researchers trying to measure so- 
cial perception, motivation, and a host 
of other variables that may possibly in- 
fluence the way in which a man reacts 
to his job. But unless you are unusu- 
ally lucky, you are not likely to en- 
counter any of these tests in an employ- 
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ment office. They are too new, too un- 
orthodox, and, above all, too little 
known. 

There are, however, two of these 
newer kinds of tests that have man- 
aged to work their way into the busi- 
ness world—situational tests and pro- 
jective tests. Neither has a really firm 
foothold in industry, and perhaps 
neither deserves it yet. But both have 
been used extensively enough to give a 
fair idea of their problems and potenti- 
alities. 

In situational tests, an individual or 
a group is presented with a problem to 
be lived through, rather than solved 
on paper: the experience is something 
like being thrust onto a stage to per- 
form a play without a script. In pro- 
jective tests the subject is asked to 
interpret some sort of ambiguous ma- 
terial; it is assumed that his responses 
will necessarily be colored by ideas that 
have a strong personal relevance for 
him, and that they can therefore be 
analyzed to reveal his underlying mo- 
tives. 

Some day both these techniques may 
be very valuable tools for personnel 
evaluation. They are not today. Both 
seem to be far subtler than was at first 
imagined, even by their creators. A 
great deal of rethinking and redesign- 
ing must take place before we can 
know how to use them efficiently, that 
is to say, in such a way that they yield 
more useful information than is other- 
wise obtainable and Jo not present any 
serious danger of leading us off on un- 
productive tangents. 

This, then, is the present stage of 
personnel testing: the obsolete first- 
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generation tests hold sway, while sec- 
ond- and third-generation tests are 
seldom used. Researchers concentrate 
on sharpening existing methods rather 
than on experimenting with new ones; 
the bulk of exploratory work is done 
in university laboratories, where indus- 
trial applications are seldom more than 
a secondary interest. Testing programs, 
once installed, are unlikely to be ex- 
amined systematically. 

All this indicates that testing has pre- 
maturely lost its impetus. Instead of 
thrusting adventurously ahead, it has 
settled into an unbecoming orthodoxy. 
It has prospered, but less on its own 
usefulness than on the urgency of the 


demand for it. 


Tests. in a Seller’s Market 
This premature hardening is largely 


attributable to the economics of per- 
sonnel testing. Most companies that 
use tests buy them ready made from 
one vendor or another. Though test 
publishers often furnish their custom- 
ers with educational pamphlets about 
the technical features of tests, the mar- 
ket for tests, by and large, is not yet 
very sophisticated. Its preference gen- 
erally goes to those tests that are al- 
ready widely used, so that the tests that 
have had the longest time in which to 
consolidate their market position hold 
an enormous advantage over their 
competitors. The same holds true in 
the selection of testing services: the 
buyer’s faith is really based on some- 
body else’s faith, which in turn is based 
on somebody else’s faith, ad infinitum. 

Business is willing to pay for the 
tests it has grown accustomed to, lim- 
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ited though they may be; it is less will- 
ing to pay for new and unfamiliar 
tests, even if psychologists and test pub- 
lishers regard them as improvements 
on the older ones; and it is still less 
willing to subsidize the development 
of tests that are still in the planning 
stages. Perhaps we should hardly be 
surprised that personnel testing has 
advanced so little. 

However, the problem is not so 
much that test buyers are parsimoni- 
ous as that they are underinformed. 
They ought to be far more curious 
about what they are buying: how it 
works, how well it works, and what 
might be done to make it work better. 
They ought to insist on follow-ups, 
revisions, and constant surveillance of 
new test developments. They should 
either make it their business to develop 
a great deal more than layman’s sophis- 
tication about testing, or else delegate 
their test buying to an expert. 

Psychologists themselves have done 
much to impede the development of 
personnel testing, largely through in- 
difference and sins of omission. The 
academic psychologists, who consti- 
tute at least half the profession, tend to 
look upon the business world as being 
hopelessly addicted to primitive testing 
methods. By remaining aloof from 
personnel testing, they have denied it 
the outside criticism and stimulation 
it so badly needs and have placed the 
entire burden of improving tests upon 
the shoulders of the industrial psy- 
chologists. 

These men, of whom I am one, are 
in fact chiefly responsible for what has 
not yet happened in personnel testing. 





Generally speaking, the industrial psy- 
chologist finds himself under consid- 
erable pressure to develop tests where 
they don’t exist, but under no pressure 
to study and adjust them after they 
have been installed. If he operates as 
a consultant, he is swamped with re- 
quests for evaluations of individual 
job applicants—evaluations that he is 
seldom asked to follow up. 

There are even some industrial psy- 
chologists who sincerely believe that 
we are already close to the limits of 
what testing can do, that new tests are 
not likely to work any better than the 
old ones, and that experimenting with 
new testing methods is merely a futile 
exercise. Others, however, are dis- 
turbed by the present condition of per- 
sonnel testing. But so long as they are 
forced to spend their time in adminis- 
tration or “fire fighting,” their hands 
are tied. Before they can bring about 
any advances in the art of testing, they 
will have to convince management of 
the need for research and development 
on personnel tests and of the possibil- 
ity of its paying off as handsomely as 
research and development has done in 
other fields. 

It need hardly be added that indus- 
trial psychologists can take credit for 
the achievements of testing, which are 
a great deal more substantial than most 
of its critics seem to be aware. In fact, 
my major criticism of the psychologists 
working in industry today is that they 
have not sold the need for their own 
research activity hard enough. 

But would it be worth the trouble? 
Is there any reason to believe that a 
vigorous effort to update tests would 
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produce more than a small improve- 
ment in what we already have? Are 
not tests inherently limited to perform- 
ing a gross sorting function anyway? 
Isn’t it more likely that the break- 
throughs in the use of human re- 
sources will come from new ways to 
foster individual growth, rather than 
from better selection? 


A Good Investment 


Certainly, it is impossible to say 
whether sizable increases in the accu- 
racy of tests could in fact be realized. 
On the other hand, there seems little 
doubt that many small improvements 
in the validity of test batteries could be 
made. These would be nothing to sniff 
at, for the effect of such improvements 
would be to multiply, rather than sim- 
ply add to, financial savings and gains 
in individual job success. 

Just how far the validity of personnel 
tests can be extended should not be 
judged from the limits of first-genera- 
tion tests, at which we have been stalled 
for years. No one really knows how 
much the third-generation tests could 
accomplish if we ever learned to use 
them skillfully. All told, test revamp- 
ing represents at least as good a risk as 
many of the risks that businessmen 
accept every day. 

As for the relative merits of selection 
and development, it must be admitted 
that research into development meth- 
ods and into the organizational 
changes that encourage individual 
growth has broken new ground, and 
represents a vigorous and significant 
advance. Selection studies have been 
fewer in number and less imaginative: 
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for the most part, they have been con- 
cerned with providing new twists on 
the old, established methods of testing. 
Small wonder, then, that development 
activity looks more and more like the 
wave of the future, while selection 
seems to have its growth behind it. 

In a few years, however, we may 
well find that personnel development 
is running into its limits and may rec- 
ognize improved methods of testing as 
indispensable to our development pro- 
grams. In any case, we would do well 
to temper our zeal for engineering the 
world to our own specifications with a 
balanced and unromantic view of our 
human raw material. 

People vary tremendously in flexibil- 
ity, maturity, and open-mindedness— 
and thus in their responsiveness to op- 
portunities for growth. The individu- 
al’s capacity to grow is probably deter- 
mined long before he presents himself 
for employment. All his company can 
do is to place him in an environment 
where that capacity is given a maxi- 
mum chance to reveal itself. If his 
growth potential is small to begin 
with, or if it is hemmed in with inertia, 
dependency, or inhibition, even the 
most enlightened development pro- 
gram is not likely to achieve very 
much with him. 

Furthermore, people differ in their 
responses to any given work environ- 
ment. Testing therefore promises con- 
siderable economy by enabling us to 
place people in those work environ- 
ments where they can function best. 
Assigning everyone to a self-managing 
group would probably be no less fatu- 
ous than assigning everyone to a 
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closely regulated group has already 
proved to be. 

In sum, before organizations can 
make the fullest use of their human 
resources, industrial psychologists must 
learn (1) what elements of the indi- 
vidual’s make-up affect his capacity to 
become more productive and (2) how 
to measure them. Only then can both 
personnel selection and personnel de- 


velopment achieve their potential use- 
fulness. 


The Future of Testing 


Of course, tests are not the only 
method of evaluating people. But they 
possess two inherent advantages over 
every other method that make it prob- 
able that they will become even more 
important in the future than they are 
now. 

First, they are objective. Unlike hu- 
man experts, properly constructed tests 
will not disagree with each other, 
make different assumptions, or vary 
from day to day. Second, and far more 
important, tests are refinable. We can 
detect and eliminate many of their er- 
rors, and we can incorporate in them 
the combined’ wisdom and experience 
of many expert observers. Much of 
what is wrong with tests today results 
from our failure to take advantage of 
this enormous asset. 

Testing should therefore be viewed 
as a sort of sleeping giant that must be 
reawakened if business is to take any 
really long strides toward making 
work a more productive and reward- 
ing experience than it is for most peo- 
ple today. To do this requires only a 
recognition of the major role that bet- 





ter tests could play, a stronger research 
orientation among psychologists and 
personnel managers, and money. 
Every testing program should be 
subjected to frequent. critical review. 
Every test should be a potential candi- 
date for replacement. Test research— 
even fundamental studies with no 
immediate application to selection— 
should be subsidized. Finally, manage- 
ment must grasp the importance of 
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being eternally dissatisfied with the 
testing programs it has and constantly 
receptive to the new models being 
turned out by universities, test publish- 
ers, and company psychologists. Only 
by creating an active demand for more 
valid and more sophisticated testing 
methods can we lift testing out of the 
doldrums and move ahead toward the 
saner industrial world that tests can 
help to create. 


Big Losses in Small Tools 


Even IN companigs claiming to have rigorous tool-control procedures, says the 
Wyatt & Morse Cost Reduction Newsletter, control over small tools and plant sup- 
plies is generally inadequate, and there have been substantial losses from pilferage, 
carelessness, and failure to reclaim allegedly worn-out equipment. 

Maintaining that these costs can be drastically reduced, the report cites the case 
of a large engine plant that estimated its losses in expendable small tools and supplies 
at $160,000 a year. Recognizing that this sum represented a fifth of its annual ex- 
penditures for such material, the plant instituted what it called a “tool-for-a-tool pro- 
gram”: workers could have their tools replaced only if they turned them in, and 
whenever a tool was given out for temporary use, the tool- or supply-room clerk 
or the worker’s foreman made a penciled note and kept it until the tool was 
returned or was otherwise accounted for. 

Examining all material discarded as worn out or damaged, the plant managers 
found that many of the items could be repaired for a fraction of their replacement 
cost. Files, grinding wheels, saw blades, and the like were returned to service at 
less than a third of their cost. Gloves and safety clothing handed in by the workers 
often suffered from nothing more than an accumulation of grease, and were easily 
cleaned. 

Especially. striking savings were effected in the case of the hand staplers used in 
several packaging operations, on which the plant had formerly spent about $15,000 
a year. As supposedly broken staplers were turned in and examined, it became clear 
that most of them were merely jammed and that the high “breakage” rate was due 
to nothing more than neglect of the manufacturer’s instructions to oil them. A 
simple explanation to the people involved cut the annual cost of this equipment 
in half. 

Besides saving on replacement of tools and supplies, the new program helped to 
cut down on pilfering, the company found. In all, the tool-for-a-tool idea reduced 
the plant’s annual expenditures for small tools and supplies by over $100,000—more 
than one-eighth the original figure. 





Money isn’t everything—but a soundly concewed, 
well-administered executive-compensation plan is 
an integral part of any program aimed at creating 
the climate in which managers are spurred to out- 
do their previous efforts. 


Money and the Whole Man 


ROBERT R. DOBERSTEIN 


Cresap, McCormick & Paget 
Chicago, Illinois 


Mooern psycuonocists have demon- 
strated time and again that though 
employees at all levels place money 
high in order of importance among the 
factors that influence their work, it 
rarely heads the list. Money almost al- 


ways ranks behind such considera- 
tions as recognition, a sense of partici- 
pation, fair treatment, opportunity, 
personal satisfaction, and the like. 

That money is not everything is not, 
of course, a new idea. The Bible tells us 
that man does not live by bread alone, 
and such time-honored philosophers as 
Socrates and Confucius also had some 
pertinent comments to make on the 
subject. Confucius’ observations were 
perhaps most to the point. Though 
they were made about 2,500 years ago, 
when he handed down what he called 
“Nine cardinal directions for everyone 
who is called to the government of na- 
tions and empire,” three of them in 
particular are directly applicable to the 
essentially modern problem of stimu- 
lating executives to greater effort and 
improved performance. 
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In the first of these principles, Con- 
fucius said: “By extending the powers 
of their functions and allowing them 
discretion in the employment of their 
subordinates—that is how the ruler 
gives encouragement to the high min- 
isters of state.” In other words, those 
in high positions should be given re- 
sponsibility and the authority to get the 
job done. 

Second, he said: “By dealing loyally 
and punctually with them in all en- 
gagements which he makes with them 
and allowing a liberal scale of pay— 
that is how the ruler gives encourage- 
ment to men in the public service.” Or, 
in modern parlance, treat them fairly 
and pay them well. 

In his third precept, Confucius said: 
“By ordering daily inspection and 
monthly examination and rewarding 
each according to the degree of his 
workmanship—that is how the ruler 
encourages the artisan class.” This was 
probably the first enunciation of the 
principle that rewards should be di- 
rectly related to the results produced. 

In Confucius’ day, these ideas con- 
stituted truly advanced management 
thinking—so advanced, in fact, that 
the rulers to whom they were ad- 





dressed paid little or no attention to 
them. Indeed, it was not until modern 
times that businessmen began to ap- 
ply this thinking in the management 
of their operations. 


The Needs of the Whole Man 


It is now generally recognized, how- 
ever, that a climate in which employ- 
ees at all levels are stimulated to 
greater and more productive efforts 
cannot be created solely by offering 
them monetary rewards. More money 
will nearly always be a partially effec- 
tive spur, of course. But the full power 
of financial incentives is not released 
until the needs of the whole man in 
his work situation are satisfied. 

Recognition of these needs is impor- 
tant at all levels of the organization. It 
is particularly important among the 


higher ranks of management, where 
the success of the business is influenced 
most significantly. Even at this level, 
however, the needs of the individual 
can still be stated in quite simple 
terms: 


> He must know his responsibilities and 
the scope of his authority. 

> He must know what constitutes accep- 
table performance. 

> He must know what degree of success 
he has achieved. 

> He must be rewarded accordingly. 


Or, to put it even more simply, satis- 
fying the needs of the executive is a 
process that breaks down into four 
basic steps: 


1. Definition. 

2. Measurement. 
3. Recognition. 
4. Reward. 
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Since, as I have said, monetary re- 
ward alone is not enough to satisfy the 
whole man, a brief look at what is en- 
tailed in the first three steps is neces- 
sary to establish the conditions under 
which reward attains its maximum in- 
centive force. 

1. Definition. Many managements, 
while recognizing the need to define 
responsibility and authority, regard 
written statements on the subject as 
superfluous, They take the view that 
any man occupying an executive posi- 
tion either knows automatically what 
he is supposed to do or will acquire 
this knowledge in the course of his 
work. This may well happen. Mean- 
while, the executive’s effectiveness is 
bound to be limited by missteps and 
mental uncertainty—a condition that 
may possibly last for a considerable 
time. Instead of being able to move 
quickly and surely, he has to proceed 
cautiously and feel his way until he is 
certain of his ground. 

Growing companies, being subject 
to frequent organizational changes, 
often experience the most difficulty in 
keeping executive responsibilities clear- 
ly defined. A few changes of this kind, 
and the resultant confusion and uncer- 
tainty take on the dimensions of a 
major management problem. 

Even in more stable organizations, 
there is often widespread uncertainty 
about the scope of individual authority 
and responsibility. The complaint “I 
don’t know what the boss really ex- 
pects of me” seems to be heard these 
days on all sides. 

Simple and concise written defini- 
tions of the significant duties and re- 
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sponsibilities of each position can do 
much to remedy this state of affairs. 
There is no need for these definitions to 
go into the exhaustive detail required 
for a procedure manual; all that is nec- 
essary is that they be clearly under- 
stood by the people directly involved. 
Incidentally, aside from their value in 
clarifying responsibility and authority, 
they have many other uses. They are 
invaluable, for example, as recruiting 
aids, in training and development, and 
in salary administration. 

2. Measurement. Once responsibil- 
ity and authority have been defined, 
the first step has been taken along the 
road that leads to recognition and ulti- 
mately to reward. Neither of these 
ends has any meaning, however, until 
a means of measuring the results pro- 
duced has been devised. 

Measuring executive performance is 
regarded with misgiving by many 
managements. Executive performance, 
they argue, does not lend itself to meas- 
urement and is subject to a number of 
outside forces such as economic cycles. 
Yet every executive’s performance is 
constantly being evaluated according 
to criteria of some sort. The simple 
identification of these criteria will 
alone provide a substantial basis on 
which to develop a truly effective 
means of measuring performance. 

In a sense, establishing the criteria 
for measuring executive performance 
is merely an extension of the process of 
defining responsibility and authority. 
Once the executive is sure what he is 
supposed to do, his next concern is 
“How do I know I am doing it well?” 

For some kinds of positions, this 
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question can be answered by readily 
identifiable and specific quantitative 
standards. Sales quotas, rates of pro- 
duction, product costs, inventory turn- 
over rates, and the like come quickly 
to mind. With careful thought and 
analysis, equally specific criteria can be 
established that are less immediately 
obvious. A pipeline company, for ex- 
ample, has developed specific criteria 
for its divisional supervisors under 
such headings as: 

® Safety. Not more than 4.0 lost-time in- 

juries per million man hours. 

> Personnel administration. Overtime 


hours less than 4 per cent of scheduled 
hours. 

> Maintenance. Annual pipeline main- 
tenance costs, less than $315 per mile. 
Number of corrosion leaks a year, less 
than 35 for each 100 miles. 

> Communications. Superyisor to visit 
each pump station at least once a month 


and hold area staff meetings every two 
weeks. 


> Public relations. At least one visit a year 

with area municipal officials. Two com- 

pany stories a year in local newspapers. 

Even staff positions, for which the 
available criteria seem least obvious, 
can be analyzed in this manner. A tax 
manager, for example, can be required 
among other things to maintain a cal- 
endar of tax due dates and file all re- 
turns when they are due, and be ex- 
pected to request the pertinent data 
from, say, the controller, three weeks 
before the returns have to be filed. 

Similar analyses can be made and 
specific criteria developed for virtually 
every key position in any company. A 
sound basis for determining how well 
a job has been done will then have 
been established. 





3. Recognition. One job that many 
managers find especially distasteful is 
reviewing performance with their sub- 
ordinates. Armed, as he often is, with 
only an appraisal form that places its 
main emphasis on such characteristics 
as dependability, cooperativeness, and 
so on, the boss usually finds himself 
singularly ill-placed to discuss a subor- 
dinate’s performance in any meaning- 
ful way. 

The difficulty of conducting the in- 
terview, however, in no way reduces 
the need for it. Every employee, re- 
gardless of his level in the organiza- 
tion, has a pressing need to know 
where he stands. He would like to be 
told that he is doing well and that his 
future is assured. This is not always 
possible, of course. But where per- 
formance is up to standard (which 
happens more often than not) telling 
the employee so gives him a feeling of 
inner well-being that is unsurpassed as 
an incentive to him to do even better 
in the future. 

Where specific standards are used to 
measure performance, the appraisal in- 
terview is much less arduous. The sub- 
ordinate has known all along exactly 
what is expected of him (especially if 
he has had a voice in establishing his 
own standards). When the time comes 
to review the record, there is little dif- 
ficulty in determining whether the job 
has been satisfactorily performed or 
not. 

Understandably, performance stand- 
ards cannot always be rigidly applied. 
Room must be left for extenuating cir- 
cumstances to be taken into account 
and for some discretion in interpreting 
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results. But such criteria do at least 
provide a positive basis for making the 
appraisal, giving commendation where 
it has been earned, or taking any cor- 
rective action that may be required. 

In most cases, if the criteria are re- 
alistic and the executive has been care- 
fully selected, the level of performance 
achieved will be satisfactory or better. 
Moreover, the man will be fully aware 
of both his accomplishments and his 
failures; the appraisal interview will 
hold few surprises for him. This in 
turn will give his boss the opportunity 
both to recognize his specific accom- 
plishments and to give him construc- 
tive help if needed. 

4. Rewards. Just as it is possible to 
provide nonfinancial incentives, so it is 
possible to give nonfinancial rewards. 
Some of these, such as attractively fur- 
nished offices, reserved parking spaces, 
and executive dining rooms, serve a 
useful purpose as symbols of recogni- 
tion and status. Reward, however, still 
in the main connotes money—and the 
primary monetary reward for most ex- 
ecutives is, of course, their base sala- 
ries. 

An executive’s base salary constitutes 
his major compensation for the work 
he does. Further, it is a predictable sum 
that is not directly dependent upon the 
company’s profits, the price of its 
stock, or other external factors. 

Being relatively fixed, base salary is 
not generally considered an incentive 
in the same sense as bonuses and stock 
options are. This, however, is an un- 
warranted oversight. Actually, base 
salaries, if soundly developed and ad- 
ministered, can offer substantial. in- 
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centive features. By overlooking this 
fact, many companies fail to exact the 
mileage they should be getting from 
their salary expenditures. 


. Characteristics of a 
Sound Base Salary Plan 


The incentive features of base sala- 
ries can be best realized when salaries 
are administered under a plan having 
four main characteristics: 


A general salary level that compares 
favorably with salary levels in other com- 


panics. 

> Salary ranges that are internally equi- 
table and fairly represent the differences 
in the complexity, importance, and value 
to the company of the positions assigned 
to each range. 

® Salary ranges that are sufficiently broad 
to allow reasonable increases to be granted 
as merited, within the limits of each 
range. 

® Provision for periodic reviews of all 
salaries, with increases being granted or 
withheld on the basis of actual perform- 
ance. 


Under such a plan, each executive 
has the assurance that his salary is fair 
and equitable both externally and in- 
ternally. He can see a direct relation 
between performance and reward and 
determine the exact extent of his po- 
tential reward, both within the range 
for his present position and in the 
ranges for the higher positions to 
which he might be promoted. A sound 
salary plan of this type can thus.con- 
tribute significantly to the develop- 
ment of a climate within which execu- 
tives are stimulated to expend their 
best efforts on behalf of the company. 

Without such a plan, salaries are of- 
ten set by individual bargaining, with 
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little or no reference to either internal 
or external equity. Frequently, no one 
knows what the chances of an increase 
are or how much it is likely to amount 
to—not even the top executive on 
whom such decisions fall. As a result, 
executives are forced into the position 
of having to ask for salary increases, a 
prospect that most of them regard with 
extreme distaste. Many executives find 
it easier to look for other jobs rather 
than run the risk of being turned 
down. 

When an executive reaches the point 
of having to ask for a raise, his relation 
with the company has already been 
seriously impaired. If the raise is grant- 
ed, he will be annoyed because he had 
to ask for it. If it is denied, he has the 
choice either of putting his unspoken 
“or else” into effect or of returning to 


his job in defeat. He may stay, but his 
confidence, his sense of participation, 
and his drive will have given way to 
uncertainty, dissatisfaction, and _ re- 
duced effectiveness. In fact, whether he 
stays or quits, the company is the ulti- 
mate loser. 


Bonuses as Incentives 


Just as many companies fail to re- 
alize the incentive features of base sal- 
aries, so many derive little or no benefit 
also from their bonus plans. Where 
bonuses are paid each year in standard 
amounts, such as a month’s pay or 10 
per cent of annual salary, they come to 
be regarded simply as additional sal- 
ary. Any perception of the bonus as an 
incentive to extra effort, if it ever exist- 
ed, quickly fades away. 

To be fully effective, bonus pay- 





ments must be geared to the respective 
contributions the individual recipients 
have made to the general success of the 
business. Each executive’s base salary, 
if soundly established, will represent 
the relative importance of his position 
and his opportunity to contribute. His 
bonus, as well as any contemplated 
increase in his salary, should be based 
upon the extent to which he has actu- 
ally contributed. If he has done a satis- 
factory job, that is to say, all that is 
reasonably expected of a qualified man 
in his position, his bonus, calculated as 
a percentage of his base salary, should 
approximate to the average percentage 
given the executive group. For more 
than satisfactory and for outstanding 
performance, the percentages should 
be proportionately higher. 
Discrimination, a word that is fre- 
quently badly abused, is of critical im- 
portance in the process of computing 
bonuses. Unless significant differences 
in performance are recognized, the in- 
centive value of the bonus plan will be 
completely nullified. The best perform- 
ers, seeing little reason to continue ex- 
tending themselves, will simply sink 
back to the average level. Why not, if 
no more than average or even indiffer- 
ent performance will reap the same re- 
wards? In consequence, the average 
itself tends to drop, with the company 
again suffering the greatest loss. 


Use of Deferred Compensation Plans 


In some circumstances, it may be 
desirable to defer payment of part of 
an executive’s compensation until a 
future date. This usually is done in one 
of three main ways, though a number 
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of combinations and variations are 
possible to meet the needs of individ- 
ual situations: 

> A bonus payable in a specified number 
of annual installments, beginning with 
the year in which the bonus award is 
made. 
> A bonus payable in a specified number 
of annual installments after retirement. 
> Payment of a fixed amount annually 
for a specified number of years after re- 
tirement. (This is usually done as part of 
an agreement under which the base salary 
paid during active employment is cor- 
respondingly lower than it would be if 
no provision were made for deferred pay- 
ments.) 

Where bonuses are spread out over a 
number of years (usually five from the 
date of the bonus award), the objec- 
tive ordinarily is to encourage the re- 
cipients to remain with the company. 
Such payments are almost always con- 
tingent upon the fulfillment of speci- 
fied conditions, one of which is con- 
tinued service to the company. 

While the other forms of deferred 
compensation may also have continued 
service as one of their objectives, their 
primary goal is to provide relief from 
high income-tax rates. The executive 
who receives part of his pay after he 
retires may enjoy a significant tax ad- 
vantage because his total income af- 
ter retirement presumably will be 
lower than it was during his years of 
active employment. Care must be tak- 
en, however, to insure that this objec- 
tive will actually be achieved. This 
requires an analysis of each executive’s 
personal situation and an estimate of 
his financial future. In general, the 
older and very highly paid executives 
tend to benefit most from such an 
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arrangement. Younger men, even 
though they are presently earning 
good salaries, may not benefit at all. 

In the case of a man of 40, for ex- 
ample, with a salary of $30,000 a year 
and an average bonus of $10,000 a 
year, the advantage of deferring all his 
bonus payments until he retires would 
be questionable. At the normal retire- 
ment age of 65, he will have accumu- 
lated a total of some $250,000, plus the 
income from the investment of this 
sum. If this is paid out in ten post-re- 
tirement installments, as is common, 
his taxable income, taking into account 
the additional amounts forthcoming 
from his own investments, the com- 
pany pension plan, and so on, may well 
exceed his income before he retired. 
Even were he to gain some slight tax 
advantage, this probably would not 
offset the disadvantage of his not hav- 
ing been able to use the money before 
he retired. 

The situation of the older executive 
is different, as may be seen from the 
example of a major railroad that re- 
cently entered into a contract with its 
president which provided him a clear 
financial advantage. This man was 58 
years old and was receiving a straight 
salary of $125,000 a year. Under the 
new contract, he is to be paid $100,000 
a year for the seven years remaining 
before he retires and $50,000 a year for 
seven years thereafter. Now, assuming 
he had no other income, the tax rate on 
the last $25,000 of his $125,000 salary 
was probably between 69 and 72 per 
cent. The same $25,000 paid after he 
retires will probably be subject to a rate 
no higher than 38 per cent. His tax 
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saving, therefore, is about $8,500 a year 
or some $60,000 in all. By having his 
$125,000 salary converted to $100,000 a 
year, plus $50,000 a year after retire- 
ment, this executive was, in effect, 
given a salary increase of $25,000 a 
year—an increase, furthermore, that 
because of the differences in his pre- 
retirement and post-retirement tax 
rates, was virtually tax free. 

Since, as the saying goes, there is no 
such thing as a free lunch, the execu- 
tive for his part pays a certain price in 
return for the advantages he obtains 
from a deferred compensation plan. 
This price is represented by the condi- 
tions attached to the deferred pay- 
ments. Asa rule, these call for service to 
the company until death or retirement. 
The executive is also often expected to 
be on call as a consultant after he re- 
tires, and to refrain from any action 
likely to be detrimental to the com- 
pany’s interest, such as participating 
in a competitive business. Failure to 
fulfill these conditions may result in 
forfeit of the deferred payments. Pro- 
vision is usually made, however, for 
appropriate payments to the execu- 
tive’s estate in the event of his dying 
before the deferred compensation pe- 
riod expires. 


When and Why to 
Grant Stock Options 

Stock options have become very pop- 
ular in recent years, both as incentives 
and as a means of accumulating capi- 
tal, particularly for higher-salaried ex- 
ecutives. Their greatest potential bene- 
fits accrue, of course, to the executives 
of growing companies during periods 





when the general economy is expand- 
ing. Where the company’s rate of 
growth is very slow, or at times of 
economic contraction, stock options 
are of limited value at best. Last year, 
for instance, executives who watched 
the market price of their companies’ 
stocks fall below their option prices 
were very glum indeed. 

Not all companies, in fact, can use 
stock options effectively. Companies 
that are closely held, and those whose 
stock is not traded actively enough to 
have a well-established market value 
have difficulty in establishing a realistic 
option price. But where the circum- 
stances support their use, and when 
they are granted on a sound basis, 
stock options can produce definite ben- 
efits both to the companies concerned 
and to the individual recipients. 


Three General Rules 
For Granting Stock Options 


A few general rules to be followed 
in granting stock options are worth 
noting here. First, options should be 
granted only to top-level executives— 
that is to say, those managers who can 
exercise a significant influence on the 
success of the company and on the true 
value of its stock. Ordinarily, this list 
will include the president, the key ex- 
ecutives reporting directly to him, and 
perhaps one additional organizational 
level. Yet a second level might con- 
ceivably be penetrated, but if so, this 
should be done only on a selective 
basis. It is primarily at the top levels 
that stock options are needed to attract 
and hold competent executives, and to 
provide extra incentive as well as a 
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means of capital accumulation not 
otherwise possible under the present 
tax laws. 

The second general rule is that stock 
options should be regarded as an inte- 
gral part of the company’s total com- 
pensation plan. This means that op- 
tions should be granted in amounts 
that bear a consistent relation to the 
base salaries of the recipients. Thus, if 
base salary ranges are soundly con- 
structed, if bonuses are paid as per- 
centages of base salaries, and if stock 
options are related to base salaries, the 
entire compensation of the manage- 
rent team will be orderly, logical, and 
consistent. No single element of com- 
pensation is then permitted to distort 
the basic compensation relationships 
that should be maintained. Some vari- 
ations will exist, of course, because of 
differences in individual performance, 
but these will be clearly justifiable. 

The third general rule is that op- 
tions should be granted in amounts 
that are within the means of the recipi- 
ents. Since options ordinarily are 
granted for ten-year terms, it is reas- 
onable to limit the number of optioned 
shares to amounts that, at the option 
price, do not exceed twice the amount 
of each recipient’s annual base salary. 
(The number of shares can be round- 
ed off to approximately this amount.) 
To exercise his options on this basis, 
each recipient must then set aside at 
least 10 per cent of his gross salary for 
ten years. These funds can, however, 
be supplemented by his bonus earnings 
during that period as well as by funds 
from other sources. 

Two things are accomplished by 
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such a plan: (1) The options granted 
bear a direct relation to the company’s 
basic compensation plan, and (2) they 
do not place an undue strain on the 
financial resources of the recipients. 
Where options are granted overgener- 
ously, the recipients may be hard 
pressed to raise the funds to exercise 
them. An executive may then be forced 
either to borrow money or to let his 
options lapse. Either course introduces 
problems that are best avoided. 
Within the foregoing general rules, 
several approaches to the granting of 
stock options are possible. One such 
approach is to divide the recipients 
into two or three groups, by organiza- 
tional and salary level, with different 
maximum values of optioned shares 
for each group. For the top group, for 
example, the maximum might be two 
years’ salary; for the middle group, 
one and a half years’ salary; and for 
the bottom group, one year’s salary. 
Options can also be granted annu- 
ally, over a period of years, until each 
recipient has reached his maximum. 
Where this is done, the number of 
shares might perhaps vary from year 
to year, in relation to performance. 
Such variations must be carefully han- 
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dled, however, to insure that inequities 
and distortions do not inadvertently 
result. 

To summarize, a sound program of 
executive incentives can be said to con- 
sist of two major ingredients. The first 
of these is a recognition of the needs 
of the whole man in his work situa- 
tion. This is best achieved by using 
definition, measurement, recognition, 
and reward as the main supporting 
members of the framework of the in- 
centive program. 

The second major ingredient, and 
the one that puts flesh on the basic 
framework, is a system of rewards in 
which all the principal elements are 
shaped as parts of an integrated whole. 
A salary plan that is both internally and 
externally equitable is the primary ele- 
ment of such a program. The remain- 
ing essentials are a bonus plan that is 
related to profits, base salaries, and in- 
dividual performance; a stock option 
plan developed on a similar basis; and 
the judicious use of deferred compen- 
sation arrangements. Taken together 
and administered fairly and objective- 
ly, these elements can produce execu- 
tive incentives of considerable poten- 
tial force. 
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Most line managers prefer to 
leave training to the experts. 
This department head not only 
devised his own program for de- 
veloping his subordinates, but as- 
sumed the role of teacher to boot. 


An Experiment in 
Management Development 


ALFRED P. WIORA and JOHN W. TREGO 


Hughes Aircraft Company, Fullerton, California 


Asx any Manacer whether he be- 
lieves in training and developing the 
people who work for him, and it’s a 
safe bet his reply will be a vigorous 
affirmative—coupled perhaps with 
some expression of surprise at so obvi- 
ous a question. “In fact,” he may well 
add, “I’m always badgering our per- 
sonnel staff for more development 
programs. I’ve already sent some of 
my key men to school and have sug- 
gested to other managers that they do 


likewise. No one can say I’m neglect- © 


ing my responsibility for helping my 
people develop.” 

Now there is no doubt that the 
manager who talks in this strain sin- 
cerely believes what he says. He knows 


that helping his subordinates realize 
their full potential is a fundamental 
part of his job. And he is happily con- 
vinced that he fulfills his responsibil- 
ity in this direction by periodically ap- 
praising his men, sending them on 
training courses, and generally keep- 
ing tabs on their progress. What he 
fails to realize is that the actual de- 
velopment process cannot be delegated 
to anyone else. It is the boss himself 
who must assume the role of teacher, 
adviser, and creator of the climate in 
which development can take place. 
Can this, in fact, be done—or is it 
one of those ideal prescriptions that 
sound so admirable in theory but some- 
how fail to work in practice? This 
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article will describe an experiment by 
one manager who decided to put this 
principle to the test. 

The company in which the experi- 
ment was conceived and carried out 
was in the process of taking a new look 
at its management development pro- 
grams. It saw the need for discovering 
and developing the talents of individ- 
uals, but was dissatisfied with the tra- 
ditional, often piecemeal, methods it 
had been using. What it sought was a 
formal program that would achieve 
immediate as well as long-term im- 
provements in performance and would 
encourage the managers’ growth to- 
ward positions of greater responsibil- 
ity. 

In addition, one of the departments 
in the manufacturing division, Test 
Engineering, was urgently in need of 
a new program. Through a reorgani- 
zation within the division Test Engi- 
neering had “inherited” a number of 
supervisors from other departments. 
They were experienced and poten- 
tially capable men, but, as soon be- 
came evident, they disagreed on what 
constituted good supervisory practice 
and in some cases had only a limited 
knowledge of current thinking about 
management principles. 

The head of this department recog- 
nized his problem as a twofold chal- 
lenge: in as short a time as possible, 
he had to (1) channel the talents and 
energies of his supervisors into a team 
effort to improve performance and 
(2) lay the foundation for self-devel- 
opment and growth on the part of 
each supervisor. 

What this boiled down to, he de- 
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cided, was providing four essential 
conditions : 


® The supervisors must be able to dis- 
cuss their job responsibilities and every- 
day problems with him freely and openly. 
® They must be permitted to operate in 
a situation that fostered cross-fertilization 
of ideas. 

® They must understand the role of hu- 
man relations in the performance and job 
satisfaction of their subordinates. 

® They must see the relation between 
the principles of management and their 
own job experiences and see themselves as 
an integral part of the management team. 


Only when these conditions were 
met, the department head felt, would 
the supervisors become enthusiastic 
about self-development and receptive 
to the specialized training they might 
need. 

The experimental program he de- 
vised, it should be emphasized, was 
not a management development. pro- 
gram in itself but rather a means of 
fulfilling the prerequisites of the devel- 
opment process. Broadly speaking, its 
aims were to provide the supervisors 
with the basic concepts of manage- 
ment and the climate and motivation 
for self-development and, even more 
important, to open lines of communi- 
cation between the department head 
and his subordinates. 

The department head took direct 
responsibility for designing the pro- 
gram and also assumed the dual role 
of teacher and adviser. He did, how- 
ever, use the services of a personnel 
staff man, both in planning and in 
conducting the program. Their col- 
laboration represented the ideal line- 
staff relationship. Besides providing 
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the necessary reference and audio-vis- 
ual materials, the staff man attended 
all meetings, contributing to the dis- 
cussions and recording pertinent in- 
formation. He also acted as a third- 
party confidant to the supervisors. In 
this latter role, he was able to study 
how the group and its individual 
members were responding to the in- 
struction and to evaluate changes in 
their behavior. 

(Bringing a personnel man into the 
picture, it was felt, offered two further 
advantages: first, if the program were 
eventually to be extended to other de- 
partments, he could coordinate the ef- 
forts of the various department heads 
involved; second, whatever advice the 
department head needed would prob- 
ably be more acceptable coming from 
a staff man than from anyone else.) 


Conduct of the Program 


Actually, not one group but three 
separate groups participated in the 
program—one class for each of the 
department’s subdivisions (testing, en- 
gineering, and construction). While 
this arrangement required, of course, a 
considerable investment of time on the 
part of the department head, its advan- 
tages far outweighed this drawback. 
First, by preserving the department’s 
functional groupings, it permitted the 
instruction to be more closely related 
to each supervisor's job responsibilities 
and everyday problems than would 
have been possible in one heterogene- 
ous group. Second, it made for smaller 
classes, and thus was conducive to 
freedom of discussion and to close 
communication with the boss. 


Classes were held in the depart- 
ment’s conference room, which was 
an ideal setting in that it had black- 
boards and audio-visual facilities, was 
comfortably furnished, and was suf- 
ficiently removed from work locations 
to allow the class members to give 
their undivided attention to the in- 
struction. 

Except for supervisors on the swing 
shift, all participants attended classes 
on company time. (The groups that 
included swing-shift supervisors met 
in the late afternoon, right before the 
normal shift hours.) However, be- 
cause this was a pilot program and 
not all contingencies could be fore- 
seen, a certain amount of flexibility 
had to be permitted. At one point in 
the program, for instance, the depart- 
ment head declared a two-week break 
so that the supervisors could com- 
plete an assignment that required a 
more than ordinary amount of re- 
search and study. At another time, he 
suspended classes for a week in order 
to take care of some important visi- 
tors from one of the company’s cus- 
tomers. 

The program consisted of 12 ses- 
sions. Since their subject matter cov- 
ered fairly familiar territory, the out- 
line on the next page should serve 
as a sufficient clue to the actual con- 
tent of the course. 

The program was so organized as 
to make the most effective use of 
supplemental instruction materials— 
sound films, handouts, and the like. 
In addition, a list of books and peri- 
odicals available in the company li- 
brary was given to the participants. 
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Content of Course 


. Supervisors’ job responsibili- 
ties. 

. Supervisors’ job responsibili- 
ties, continued. 

. Performance standards for su- 
pervision. 

. Human relations and motiva- 
tion. 

. Communication. 

. Principles of organization. 

. Company organization. 

. Individual development and 
counseling. 

. La. w relations. 

. Planning. 

. Controlling. 

. Conference leadership. 











Discussion periods, individual re- 
ports, case studies, and role playing 
were used to provide for a maximum 
of participation. The use of case stud- 
ies and role playing was particularly 
successful in the sessions on human re- 
lations and motivation, communica- 
tion, individual development and 
counseling, and labor relations. 


Some Impressive Results 


The results of the program, accord- 
ing to a continuous study by the Per- 
sonnel Development Section, have ex- 
ceeded all expectations. Almost at 
once there were noticeable improve- 
ments in the supervisors’ performance 
and measurable differences in the op- 
eration and output of the department. 
Within the first two months or so, for 
example, the time spent in testing cer- 
tain complex electronic units and sys- 
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tems declined 50 per cent. At one 
point, moreover, the test time per sys- 
tem fell to below one-third of the 
budgeted time. (See Figure.) This dra- 
matic reduction occurred without any 
special attention on the part of the de- 
partment head. 

Improved morale was evident at all 
levels within the department, showing 
that the supervisors had gained a new 
understanding of human relations. It 
could also be readily observed that 
more and more they were taking on 
the characteristics of professional man- 
agers. 

A striking example of the supervis- 
ors’ increased willingness and ability 
to accept responsibility was afforded 
by an incident that took place while 
the department head was on vacation, 
when the department was suddenly 
asked to draw up a bid on a certain 
proposal. This involved making a tech- 
nical analysis of equipment, person- 
nel, and schedules and preparing a cost 
estimate—all in a very short period of 
time. But there were no frantic phone 
calls to the vacationing boss. Instead, 
the supervisors in the three sections 
tackled the job together, voluntarily 
giving up evening and weekend time 
so that they could meet the deadline. 
Upon his return, the department head 
found that the finished job was satis- 
factory in every detail. 

As had been anticipated, the crea- 
tion of an atmosphere conducive to 
the exchange of ideas and the kin- 
dling of a spirit of inquiry resulted in 
the birth of a number of new ideas. 
To eliminate communication barriers, 
one supervisor suggested a method of 
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writing out technical procedures that 
incorporated the use of color and sym- 
bols. Another recommended a change 
that would bring organization patterns 
into conformity with functional re- 
sponsibilities; the adoption of this idea 
has already resulted in increased efh- 
ciency through a more balanced work- 
load and in better scheduling and re- 
duced costs. 

Still another effect of the program 
has been an improvement in the Test 
Engineering department’s relations 
with the rest of the organization. As 
the supervisors became more effective 
in person-to-person communications 
and gained a clearer understanding of 


the functions of the company’s other 
departments, they came to see the ad- 
vantages—and, in fact, the possibility 
—of a coordinated approach to prob- 
lems in which other groups were in- 
volved. Customer representatives have 
commented favorably upon this new 
spirit of cooperation. 

It has become evident, too, that the 
program has motivated a number of 
the supervisors to try to increase their 
managerial knowledge and _ skill. 
Needless to say, the major stimulant to 
these attempts was probably not the 
content of the training but the boss’s 
obvious interest in their development. 
It is still too early to determine the 
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strength or persistence of this influ- 
ence, but the prospects for long-range 
benefit seem good. Most of the par- 
ticipants who have been interviewed 
by the personnel staff say they are now 
reading more literature in the field 
than ever before. Several have decided 
to take courses in local educational in- 
stitutions. One participant has joined 
a nationally recognized public-speak- 
ing forum, and others are expected to 
avail themselves of the courses offered 
in the company’s management devel- 
opment training program. 

Though pleased by these findings, 
the department head and the Person- 
nel Development Section recognize 
that not every supervisor will under- 
take, and follow through on, a plan 
for self-development. The men’s vary- 
ing responses to the challenge posed 
by the program are being watched, 
therefore, as clues to the selection cf 
candidates for further advancement. 

Finally, it may be mentioned that 
the department head himself profited 
from the program in a number of 
ways. The closer contact established 
with his subordinates not only spared 
him the problem of “executive isola- 
tion,” but also assured him greater ac- 
curacy in the information received 
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from below and a more complete pic- 
ture of the department’s operations. 
Though the teaching took up a lot of 
his time, he found great rewards in it, 
as well as in watching his people gain 
greater job satisfaction and develop a 
team spirit. 

Further, as teacher and coach in the 
experiment, he found himself forced 
to constantly review management 
principles and to keep abreast of the 
latest developments in the field. He 
learned a great deal, too, from ex- 
changing ideas with the supervisors 
and from observing his own opera- 
tions, which had become much more 
visible than ever before. In short, he 
discovered that he was developing 
along with his men. 

All in all, the results of this experi- 
ment seem to demonstrate conclusive- 
ly that accepting the task of develop- 
ment, instead of delegating it to the 
personnel staff, does not (as is so ofterr 
asserted) conflict with the manager's 
primary responsibility for getting out 
the job. On the contrary, it provides 
one of the surest ways of lightening 
his operating load, besides proving in 
itself one of the most satisfying ex- 
periences in his entire range of ac- 
tivities. 


On the Waterfront 


A croup of 15 dockworkers in Manchester, England, have claimed the equivalent of 
$3.20 in “disappointment money” because after refusing to do two hours’ overtime 
on a Saturday afternoon they were not offered the work on Sunday, reports Per- 
sonnel Management and Methods. The dockers had turned down the earlier assign- 
ment because, they said, the work could not be done in two hours and, moreover, 
they had to attend an important soccer match. Their grievance, suggests PM&M, puts 
them in the same league as another group of dockers that won “tear money” for 
unloading Spanish onions and a third that claimed “embarrassment money” for 


handling lavatory units. 








Some do’s and don'ts that should help to make the ap- 
praisal interview a more fruitful experience on both 


sides. 


Ground Rules for 
Appraisal Interviewers 


ROBERT HOPPOCK 
New York University 


Mocs or rae current skepticism 
about the value of the appraisal inter- 
view has its roots in the simple fact 
that good managers are not necessarily 
good counselors. Most men to whom 
this particular responsibility falls have 
to learn how to handle it—and what 
proficiency they achieve generally is 
acquired only through the painful and 
sometimes costly process of trial and 
error. 

This learning process is further com- 
plicated by the volumes that have 
been written about appraisal in gen- 
eral. Indeed it is not surprising that, 
confronted as they are by an appar- 
ently unending torrent of advice on 
the subject, many managers should 


now have the feeling that conducting 
an appraisal interview is some esoteric 
art that they will never be able to 
master. 

In actual fact, any manager with a 
reasonable degree of sensitivity for the 
feelings of others and a genuine desire 
to help his subordinates develop can 
conduct an effective appraisal by fol- 
lowing a few simple and straightfor- 
ward principles. Here they are: 

1. Before you discuss the man, dis- 
cuss the job. You and he may have 
different ideas about the exact nature 
of his responsibilities. If you have a 
short, written job description, review 
it together to see if it needs revision. 
If you do not have one, ask him such 
questions as these: 


What are all the things you do on your 
job? 
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Which do you think are the most impor- 
tant? 

Which take most of your time? 

Are there ways in which you think we 
could use your talents and your time more 
profitably? 


Do we agree on what your job is? 

Do we agree on the standards by which 

your performance should be appraised? 

2. Ask him before you tell him. 
When you are ready to review a man’s 
strengths and weaknesses, ask him to 
tell you what he thinks he has done 
well and what he would like to do 
better. He can criticize himself more 
readily than he can accept criticism 
from you. In fact, he may judge him- 
self more severely than you would 
judge him. 

You may find some of the follow- 
ing questions useful: 


What do you think are your greatest 
strengths? 

Where do you feel less competent? 

Do you feel that you are growing more 
competent or less as time goes by? In 
what ways? How? Why? 


Have you been doing anything that you 
hope will increase your competence in any 
way? 

Is there any way in which you think that 

I, or someone else, could help you to make 

yourself more valuable to the company? 

Do I do anything that makes your job 

harder? 

3. Listen. The effectiveness of your 
interview will increase with your un- 
derstanding of the man you are coun- 
seling. If you talk when he wants to 
talk, you may miss some of the best 
opportunities you will ever have to 
find out what makes him tick. 

Of course, listening is more than a 
matter of just keeping silent while the 
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other fellow talks. How you hear his 
words and how you respond to them 
do much to determine what he will 
say in the course of the interview. 
There are at least four levels of listen- 


ing: 


You remain silent but you ignore what 
he is saying because you are thinking 
what you will say next. 

You pay attention but say nothing in re- 
sponse except “uh-huh.” 

You occasionally summarize in your own 
words what you think he has been trying 
to tell you. This gives him a chance to 
correct any misunderstanding. Moreover, 
by assuring him that you consider him 
important enough to listen to, it en- 
courages him to go on talking. 

You try to detect the feeling behind what 
he is saying. If strong feelings are pres- 
ent, you put them into words. Thus you 
might respond by saying, “You are a little 
anxious about what is going to happen to 
you” or “You feel pretty bitter about this” 
or “That gives you a real sense of achieve- 
ment.” 


The more accurately you can recog- 
nize his feelings and the more calmly 
you can accept them, the better will be 
your chance of helping him tell you 
what is really of m_st importance to 
him. 

4. If the subordinate appraises him- 
self more favorably than you appraise 
him, invite him to tell you why. Then, 
if you still disagree, restate his self- 
appraisal. Be sure you understand it. 
Let him see that you want to con- 
sider his judgment as well as your own 
and that you think his feelings are im- 
portant even if you must disagree. Re- 
view, and state, the points on which 
you do agree. Then discuss your dif- 
ferences. 
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5. In appraising a man’s mistakes, 
consider the number of mistakes in 
proportion to the number of deci- 
sions he had to make; consider how 
much freedom he was given to act on 
his own judgment; and try to recall 
his performance over a long period of 
time. In comparing the mistakes of 
two men, consider the relative difh- 
culty of the tasks assigned to them. 

6. Try not to be unduly influenced 
by things that affect your feelings but 
do not otherwise affect a man’s value 
to the company. Among these might 
be such sources of bias as the follow- 
ing: 

You are a clean-desk man. His desk is 

always cluttered. 

You and he share certain interests in work 

or recreation. 

He has some mannerisms that annoy you 

though they do not seem to annoy anyone 

else. 

You are always punctual. He is usually a 

little late, though he makes it up by work- 

ing overtime. 

You are aggressive. He is submissive. 


Remember that you are trying to 
help men to develop themselves, so 
that they can give the company the 
best that they have to offer. You are 
not trying to remake your subordi- 
nates in your own image. Remember 
Billy Sunday’s advice to parents: “If 
the Lord had wanted two of you, He 
would have made you twins.” 

7. When you must criticize, criticize 
the man’s performance, not the man 
himself. He may be able to change his 
performance. It is doubtful whether 
he can do much about changing him- 
self. 

8. If you are partly at fault, admit 


it. He may become more willing to 
admit his mistakes if you admit yours. 

9. Never discuss another employee 
with him. Unfavorable comparisons 
cannot be kept confidential. They al- 
ways leak. 

10. If you want cooperation, do not 
undertake a performance interview too 
soon after a disciplinary interview. 

ll. Do not discuss salary or promo- 
tion during the performance appraisal. 
Such discussion may be interpreted as 
a commitment. Instead, focus on help- 
ing the man improve his competence 
in his present job. 

12. It is not necessary that you agree 
on everything. When you cannot agree, 
try to state your position and his so 
that each of you understands the other. 
Then tell him that you will continue 
to think about what he has said, and 
ask him to think about what you have 
said. 

13. Be yourself. Do not try to copy 
someone else’s counseling methods if 
they do not make sense to you. Experi- 
ment until you find out how to con- 
duct an interview in which both you 
and your subordinate can relax and be 
yourselves. You will get nowhere so 
long as you are both putting up a 
front. 

14. Don’t try to do too much. Un- 
less you are unusually skillful or 
lucky, some goals will generally be be- 
yond you. Four in particular are sel- 
dom attained: 

You cannot make an unfavorable appraisal 

a happy experience. 

You cannot make a suspicious man trust- 

ful. 


You cannot make a belligerent man co- 
operative. 
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You cannot make a defensive man self- 
critical. 

15. If the subordinate is really defi- 
cient and must be corrected, here are 
four things you can do: 

Let him know exactly where he stands. 


Otherwise, he may suspect that your ap- 
praisal is worse than it actually is. 
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and put their identification on the record. 
Let them know that you recognize and 
appreciate what they are doing for the 
company. 

Invite each man to tell you how he would 
like to develop himself, and what help he 
would like from you. 

Help him along these lines to the extent 
of your ability. 


Point out that if you didn’t think he could 
become a ssatisfactory employee you 
wouldn’t be keeping him on the payroll. 
Tell him what you think he can do to 
improve. 

If he shows any desire to improve, offer 
him your help. 


16. For your good men, here are 
five things you can do: 


Identify the men that you feel sure are 
potential managers or top-level specialists, 


17. It is more important to develop 
strength than to correct weakness. Suc- 
cessful companies are run not by little 
paragons who have corrected all their 
faults but by well-balanced teams of 
able men, each of whom has his own 
weaknesses. 

Your job is not to produce super- 
men. Your job is to discover talent 
and develop it. 


Post-Retirement Health Insurance 


NEARLY seven out of ten employees covered by some 2,100 group health insurance 
policies issued in 1960 have the right to extend their protection beyond retirement, 
the Health Insurance Institute reports. Of the more than 275,000 employees enrolled 
in these plans, 47 per cent have the option of converting their benefit rights to an 
individual policy while nearly 30 per cent are allowed to retain their rights on a 
group basis. Included in these groups are employees whose policies allow them to 
oe between the two methods of extending coverage, so that the total comes to 
per cent. 

Which method is provided seems to depend on the size of the group covered by 
the health insurance policy, the HII points out. The contracts covered in the study 
were for groups with anywhere from fewer than 25 employees to more than 500. 
(Groups in the under-25 category had an average size of 11; groups in the over-500 
category, an average size of 1,700.) The right to convert to an individual policy, the 
study found, was more common among the smallest groups, and the right to con- 
tinue on a group basis more common among the largest groups. 

Maintaining that the last few years have seen a trend toward the extension of 
benefit rights beyond retirement, the Institute cites the results of a study of group 
hospital expense plans in force in late 1959: only 55 per cent of the employees and 
dependents covered by these plans enjoyed the right to continue or convert their 
coverage. It also notes that a survey conducted by the New York State Department 
of Insurance in 1956 found that about 45 per cent of the people covered by group 
insurance had this right. 





A backward glance at the findings of 
a study carried out seven years ago by 
The Menninger Foundation reveals 
some significant advances that have 
since been made im our understand- 
ing of the causes of emotional dis- 


turbance on the job. 


Industrial 
Mental Health: 
Progress and Prospects 


HARRY LEVINSON 


The Menninger Foundation 
Topeka, Kansas 


Seven years aco, The Menninger 
Foundation embarked on a survey of 
the major mental health problems in 
industry and what was then being 
done to solve or alleviate them. The 
survey took the form of an intensive 
study of such scientific literature as 
was available at that time coupled 
with visits to industrial plants, univer- 
sities, research centers, psychological 
meetings, and other likely sources of 
information. In the fall of 1954, Dr. 
William C. Menninger and I prepared 
a report on the survey’s findings. Our 


report, which originally appeared in 
the Menninger Quarterly, was subse- 
quently republished in Personne.’ 

It might be instructive to take a 
look at the mental health picture in in- 
dustry today and compare it with the 
observations that emerged from our 
1954 survey. What progress are we 
making both in our knowledge of the 
underlying causes of emotional strain 
on the job and in applying what we 
know in everyday practice? 

At the time that survey took place, 
absenteeism was estimated to be cost- 
ing industry $9 billion each year. Bear- 
* 'W. C. Menninger and H. Levinson, Reed 


i Industry: Some Trends and 
Personne, September, 1955, pp. 90-99. 





Nore. This article has been adapted from the author's address at a recent seminar conducted by the 


Bureau of Industrial Relations of The University of Michigan. Dr. Levinson wishes to express his 
indebtedness to Mrs. Helen Friend for her editorial help. 


35 





36 PERSONNEL 


ing in mind that half the people who 
go to their family physicians do so be- 
cause of symptoms that arise from psy- 
chological causes, we suggested that a 
similar proportion of sickness absen- 
teeism arose from the same causes—an 
assumption that seemed to be borne 
out by research at the New York Tele- 
phone Company and elsewhere.” 

We also reported that, according to 
expert consensus, 80 to 90 per cent of 
all accidents were psychological in 
origin. At that time, industrial acci- 
dents were responsible for 15,000 
deaths and two million disabling in- 
juries each year, at an estimated cost of 
more than $3 billion. 

As for alcoholism—industry’s “bil- 
lion dollar hangover”—we pointed out 
that the proportion of problem drink- 
ers in the male population as a whole 
—2 per cent—was likely to be found 
in any individual company as well. 
Further, since most alcoholics were in 
the 35-55 age group, alcoholism tend- 
ed to be a problem: encountered pri- 
marily in experienced employees and 
supervisors. 

We had no way then of estimating 
the costs of turnover, low morale, or 
errors due to emotional reactions to 
the work environment. Nor could we 
gauge the impact of unskilled, monot- 
onous work on the self-image of the 
employee, or the effects of his inability 
to identify with the end-product of his 
labors and his increasing distance 
from management. Nevertheless, we 
emphasized that all these pressures 


*L. E. Hinkle, Jr. and N. Plummer, “Life Stress 


and Industrial Absenteeism,” Industrial Medicine 
and Surgery, August, 1952, pp. 365-375. 
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played their part in adding to the 
stresses and strains of the job. 


The Vogue for Human Relations Training 


Another matter we touched upon at 
that time was the fad for supervisory 
training programs. As a result of the 
famous Hawthorne studies,’ industry 
was placing more and more emphasis 
on human relations training for the 
first-line supervisor. But such training, 
we pointed out, was often poorly 
grounded in psychology, and tended 
to place the responsibility for good hu- 
man relations upon the lower levels of 
management, with the higher levels 
ignoring the fact that a healthy psy- 
chological climate starts from the top. 
Furthermore, the emphasis on human 
relations training had come upon the 
supervisor at a time when his burden 
was already increasing because of his 
own changing role and the growing 
power of the unions. 

We also noted some of the problems 
of the manager—the pressure and iso- 
lation of his job, his strong sense of 
personal responsibility, his tendency to 
be hypercritical of himself, and the 
often high personal cost of business 
success. 

Finally, we found that whatever 
limited discussion of industrial mental 
health there was in the literature fo- 
cused primarily on the individual em- 
ployee and his presumed shortcomings. 
Such phrases as “the pathological emo- 
tional attitude of employees” and “in- 
dustrial psychopathy” indicated that 
* F. J. Roethlisberger and W. J. Dickson, Manage- 


ment and the Worker. Harvard University Press, 
Cambridge, Mass., 1939. 
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the writers saw many of the mental 
health problems in industry as the 
“fault” of the individual workers. The 
major statistics, as I have noted, had to 
do with absenteeism, accidents, and 
alcoholism. In all three cases, it was 
frequently implied that such symp- 
toms arose independently of the job it- 
self. It was said, for example (and 
unfortunately we repeated it), that 
only 5 per cent of sickness absenteeism 
was due to on-the-job causes. 

With such a heavy emphasis on the 
pathology of the individual, it fol- 
lowed that something needed to be 
done about him and his problems. No 
matter where the “fault” lay, the price 
to industry was still high and there- 
fore management had to do something 
about it. Many companies, we found, 
had made the attempt. Mostly, their ef- 
forts took the form of psychiatric, psy- 
chological, and counseling programs 
for employees whose personal prob- 
lems interfered with their work. These 
emotional first-aid efforts served, and 
still serve, an important purpose. (Ac- 
tually, most of the programs we knew 
about in 1954 are still functioning and 
more have got under way since.) 

To many people in management at 
that time, as well as to some union 
officials and a few observers, it seemed, 
however, that business should steer 
clear of mental health programs. If 
mental health problems were primar- 
ily personal problems, they argued, 
then the person himself should be re- 
sponsible for doing something about 
them. Those who took this view held 
that interest in such problems on the 
part of management was merely a 


form of “do goodism” that had noth- 
ing to do with the basic aims of a busi- 
ness organization. Furthermore, they 
thought, this kind of concern might 
violate individual privacy and cross 
the thin line separating a man’s own 
business from his employer's. 

In professional circles, too, there 
was some question about the desirabil- 
ity of industry’s interest in mental 
health problems. Some psychiatrists, 
psychologists, and psychiatric social 
workers regarded such interest as a 
form of manipulation—yet another de- 
vice for glossing over the pressures 
that the job exerted on people. One 
writer went so far as to describe hu- 
man relations in industry as “cow so- 
ciology,” designed to lull employees 
into placid acceptance without solving 
the basic problems that led to discon- 
tent.* Few clinicians saw any role for 
themselves in working on industrial 
mental health problems and many, in 
fact, preferred to stay as far away from 
the business world as they could. 


The Changing Attitude 
Toward Emotional Problems 


What is the picture today? Individ- 
ual emotional disturbance and its costs 
are much more widely recognized. 
Moreover, the attitude toward emo- 
tional problems is rapidly changing. 
We at The Menninger Foundation 
have noticed this not only in the 
course of our observations in various 
parts of the country but also in our 
own seminars for top-level excutives. 
No longer is there so marked a tend- 


*D. Bell, Work and Its Discontents. Beacon 
Press, Boston, Mass., 1956, p. 25. 





ency to put all the blame on the. in- 
dividual and leave it at that. 

More managements are asking what 
should be done about the alcoholic, the 
man who is unable to assume greater 
responsibility, or the one who fails 
despite the promise of great success. 
Companies want to know, too, what 
to do about the man who will not dele- 
gate responsibility or train subordi- 
nates, and the employee who will not 
retire when he should, both for his 
own good and for that of the com- 
pany. To meet such needs as these, the 
number of psychological consultants to 
industry has steadily risen and is still 
growing. Programs for dealing with 
specific problems, such as alcoholism, 
have increased, and there is a wider 
use of referral to such sources as fam- 
ily service agencies and psychiatrists 
and psychologists in private practice. 
In response to a survey carried out by 
the American Psychiatric Association, 
some 200 psychiatrists reported that 
they were now doing some clinical 
consulting with industry. 

As a typical example, we recently 
received a phone call from a company 
president who was worried about a 
promising young vice president whose 
performance had suddenly deterio- 
rated. The president realized that 
something was wrong and that a be- 
havioral change of this kind was like- 
ly to be indicative of illness. On our 
advice, he encouraged his vice presi- 
dent to seck psychiatric help, and the 
company paid the expenses for the 
basic examination. We see more and 
more of this attitude toward mental 
health problems. 
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Though the importance of individ- 
ual pathology and the need to do 
something constructive about it has 
not been lost sight of since our 1954 
survey, the whole problem of mental 
health is now being viewed in wider 
focus. In particular, there has been an 
increasing recognition that the way 
people feel about themselves is directly 
related to their work. There is also 
more awareness of the way those in 
positions of authority in the organiza- 
tion influence the feelings and atti- 
tudes of their subordinates. It is 
increasingly widely recognized that 
psychological and physical symptoms 
can arise in a work group because of the 
behavior of the people who exercise 
power over the group and that con- 
flict can be built into work situations 
by the way in which work flow is ar- 
ranged, production is scheduled, or 
decisions are made. 


Those “Off-the-Job” Causes 


Today, we would not be so quick to 
say that 95 per cent of all absenteeism 
is due to off-the-job causes, though it is 
easy to see how such statistics came 
about. If a man stayed home from his 
job because of an aching back or a 
throbbing head, these symptoms could 
be dismissed as not being job-related 
unless they resulted from an accident. 
When an sgt with such symp- 
toms reported to the depart- 
ment, he was counted among the ab- 
sentees whose illnesses were due to 
causes outside the job setting. Today 
it is much more clearly recognized 
that aching backs and throbbing heads 
often arise from tensions and anxieties 
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created on the job, though the sufferers 
themselves are seldom aware of the re- 
lation between their aches and pains 
and the conditions under which they 
work. 

This change in attitude toward in- 
dustrial mental health problems from 
an emphasis on the individual and his 
make-up to an equal concern with 
the forces in his work environment 
that may affect his mental well-being 
has given rise to two trends: increas- 
ing research and increasing manage- 
ment interest in industrial mental 
health. 


Some Recent Research Findings 


Let us look at some of the recent re- 
search first. From an intensive study 
of the literature and his own research, 
Argyris has concluded that the formal 
structure of the business organization 
often oppresses the individual and 
forces him into a compliant, depend- 
ent position that frequently deprives 
him of initiative and almost compels 
him to act in a lethargic, uninterested 
fashion. Argyris holds that such be- 
havior is the opposite of self-actualiza- 
tion or increasing independence and 
is thus inimical to mental health. 

A recent study by Gurin, Veroff, and 
Feld suggests that self-actualization is 
a middle-class value inasmuch as only 
the professional and white-collar 
workers questioned expressed concern 
with the personal or ego satisfactions 
to be derived from the job.* The blue- 
collar workers studied made no men- 


8G. Gurin et al, Americans View Their Mental 
Health. Basic Books, Inc., New York, 1960. 


tion of such satisfactions, leading the 
researchers to conclude that self-actu- 
alization was unimportant to them. 
But this suggestion that unskilled or 
semi-skilled workers are interested 
only in their pay checks conflicts with 
Kornhauser’s finding that mental 
health is poorer among unskilled fac- 
tory workers than among the skilled 
and that there seems to be a direct re- 
lation between level of skill and de- 
gree of mental health.” Lower-level fac- 
tory jobs in general apparently offer a 
less favorable climate for the develop- 
ment and maintenance of the “healthy” 
personality than do higher-level jobs, 
Kornhauser concludes, and he goes on 
to comment, “What is important is 
everything that deprives the individu- 
ual of purpose and zest, that leaves 
him with negative self-feelings, anxi- 
eties, tensions, and a sense of lostness 
and futility, which distorts his think- 
ing and obstructs effective behavior.” 

French’s preliminary observations 
from his current study of mental 
health in industry also indicate an ap- 
parent relation between psychosomatic 
symptoms and the degree to which 
individual aspirations can be fulfilled 
on the job.® He, too, notes that people 
with less skilled jobs have more symp- 
toms than do those engaged in work 
calling for high skill. 

The views of both Kornhauser and 
French are supported by the studies of 


* A. Kornhauser, “Toward an Assessment of the 
Mental Health of Factory Workers.” Paper pre- 
sented at The American Psychological Association 
Annual Meeting, September 5, 1960. 

*j. P. French, “The Effects of the Industrial 
Environment on Mental Health: A Theoretical 
Approach.” Paper presented at The American 
Psychological Association Annual Mecting, 
September 5, 1960. 
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social class differences in the incidence 
of mental illness conducted by Hol- 
lingshead and Redlich at Yale.* Their 
report indicates that the lower the so- 
cial status of a person with mental ill- 
ness is, the more likely he is to be diag- 
nosed as severely ill when he goes to a 
psychiatric clinic. 

The studies of the incidence of psy- 
chiatric illness in the army carried out 
by Eli Ginsberg and his associates 
showed that educational level was 
more closely related to mental illness 
than any other single factor examined: 
the less education a soldier had, the 
greater was the likelihood that he 
would suffer an illness of disabling 
proportions.”° 


Some Tentative Conclusions 
From these researches we may spec- 


ulate that the lower a worker’s skill is, 
the less is the likelihood that anybody 
cares about him, that he is involved in 
any kind of decision making, and that 
he is given any responsibility. He may 
carry out his job, but only under cer- 
tain kinds of pressure: he has no real 
investment in what he does. Neverthe- 
less, he does care what happens to him. 
If he did not, he would have no symp- 
toms. 

Our own research at The Mennin- 
ger Foundation suggests that there is a 
reciprocity between man and organi- 
zation that grows out of a psycholog- 
ical contract between them. In his 
* A. B. Hollingshead and F. C. Redlich, Social 


Class and Mental Illness. John Wiley & Sons, 
New York, 1958. 

*E. Ginsberg et al, The Ineffective Soldier (3 
=) Columbia University Press, New York, 
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work, a man seeks to satisfy a number 
of psychological needs. He seeks a way 
of coping with the inevitable changes 
in his life. He tries to obtain a bal- 
anced relation with the people he 
works with so that he can be comfort- 
able with them without forfeiting his 
privacy. He must be able to depend on 
other people and on the company if 
he is to have a working relation with 
both of them. 

We would disagree with Argyris that 
the organization must necessarily be 
destructive to the man. In fact, we 
think it can foster his psychological 
health. We have come to believe that 
an employee wants the organization to 
help him develop, and that he wants 
to do a good job. But when the or- 
ganization does not encourage his 
growth, in self-defense, he can only 
withdraw from it. This withdrawal is 
often reflected in such statistics as 
Kornhauser presents and in the fre- 
quent complaints by management that 
people no longer care about doing a 
good job. 

We would also question the Gurin, 
Veroff, and Feld finding that there is 
little relation between feelings of in- 
adequacy and problems on the job. 
Our own observation is that job prob- 
lems contribute significantly to feel- 
ings of inadequacy. Nevertheless, it 
should be emphasized here that our 
knowledge of the causes of mental ill- 
ness in industry is still sketchy. Level 
of skill, level of aspiration, and social 
class are only a few of the many com- 
plex factors involved. 

What is evident from these studies 
is that so long as work is a central or- 





TRENDS IN INDUSTRIAL MENTAL HEALTH 41 


ganizing point of a man’s life, as it 
presently is in our industrial society, 
where and how he works will have a 
significant effect on his mental health. 
What management does or does not do 
in every sphere of activity involving 
employees affects their mental health 
as surely as the motor of an automo- 
bile affects the way the whole car func- 
tions. Since a man looks upon his job 
as a means of helping him define for 
himself who he is and what he is go- 
ing to do with his life, every act im- 
pinging on his work will haye some 
effect on his mental health. He may 
not philosophize over the unrecover- 
able hours he spends at his job, but 
he is aware nevertheless that days past 
are gone. In his deepest thoughts, he 
cannot ignore these lost days, nor can 
he fully stifle his expectations of what 
he will get from his job. These inner- 
most thoughts are as much a part of 
the work situation as the worker's 
physical environment. Toxic gases, 
safety hazards, and other threats to 
the person are rightly the concern of 
every enlightened management. Safe- 
guards for the mental health of em- 
ployees surely demand at least equal 
attention. 

Our own work is beginning:to sug- 
gest also that the behavior of union 
officials affects the mental health of the 
rank and file. When a union enters into 
a formal bargaining relationship with 
management, it, too, assumes a respon- 
sibility for its psychological relation- 
ship to its members. Future studies of 
mental health in industry will have to 
take the relation between the union 
member and his leaders into account. 


Top management’s growing aware- 
ness of these factors has led to greater 
participation in seminars and confer- 
ences aimed at giving the layman a 
better understanding of mental health 
in industry. At The Menninger Foun- 
dation we now run regular seminars 
for executives, and so does the Divi- 
sion of Industrial Mental Health of the 
Department of Psychiatry at Temple 
University. In 1959, the Connecticut 
Mutual Life Insurance Company or- 
ganized a conference on mental health 
in industry that gained editorial sup- 
port from The New York Times ™ and 
aroused so much interest that a similar 
conference was held last year. Time 
magazine ran a special feature on in- 
dustrial psychiatry not long ago,’* and 
quite recently the use of psychiatrists 
in industry was the subject of an arti- 
cle in the Saturday Evening Post. 
Most business journals now keep in 
constant touch with research organiza- 
tions to learn of new developments in 


the field. 
The Lag in Application 

There still remains, however, a wide 
gulf between what we now know and 
the manner in which we put this in- 
formation to use. Robert Katz™* and 
Douglas McGregor ** have dramatized 


™ “Mental Health in Industry,” The New York 

Times, October 18, 1959. 

“Mental Health on the Job,” Time Magazine, 

May 30, 1960. 

% J. Ellison, “Psychiatrists on the Assembly Line,” 

Saturday Evening Post, February 11, 1961, p. 25. 

*R, L. Katz, “Toward a More Effective Enter- 

prise,” Harvard Business Review, September- 
= 

*D. McGregor, The Human Side of Enterprise. 

oan Book Company, Inc., New York, 
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this gap by pointing out that our pres- 
ent knowledge of human psychology 
implies a drastic restructuring of the 
traditional methods of organizing a 
business. 

We should be careful to recognize, 
of course, that in a society undergoing 
a swift succession of changes there are 
many elements impinging on the men- 
tal health of workers that may well be 
beyond the immediate control of either 
management or labor. What, for ex- 
ample, can either do about the 100,000 
steel workers who, according to David 
McDonald, are now no longer neces- 
sary in the steel industry? 

In summary, then, while we are 
giving increasing attention to indi- 
viduals and their personal problems 
and trying to do something about 
them, we have begun to move away 
from attributing blame, as it were, and 
more in the direction of recognizing 
that what happens to the individual is 
a function of his working context as 
well as of his particular personality. 
Research is beginning to concentrate 
more on the working context, and on 
identifying the forces within it that af- 
fect mental health. Management is 
showing a greater awareness of the im- 
pact of superiors upon their subordi- 
nates, Many companies are now less 
likely to follow the latest fad in train- 
ing supervisors, and no longer place 
sole responsibility for a healthy human 
relations climate on lower and middle 


management. 
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We have also begun to develop a 
body of research knowledge about 
mental health in industry. Though 
practical applications of this knowl- 
edge still lag behind, seminars and 
conferences designed to bring man- 
agers up to date on what we now 
know about industrial mental health 
are becoming increasingly popular. In 
general, a more favorable and more 
positive attitude toward mental health 
problems is beginning to manifest it- 
self 


Of course, there are still many peo- 
ple who look upon industrial mental 
health as so much hog-wash. These 
are the ones who proclaim that the 
practice of human relations has failed 
and that the only way to get people 
to work is to brandish a big stick. But 
when we look closely into an indus- 
trial situation where human relations 
practices are alleged to have failed, we 
invariably find that what passed for 
human relations was simply manipula- 
tion. In other words, when those who 
sought to manipulate failed in the ef- 
fort, they simply gave up. Psychological 
understanding cannot fail. We fail 
when we try to substitute feigned inter- 
est in its stead. In an industrial society 
such as ours, in which people build 
their lives around their jobs, we can- 
not continue to ignore how workers 
feel about themselves, what they are 
doing on the job, and why. The con- 
cern with mental health in industry is 
undoubtedly here to stay. 


cor 
No executive can be scientific in his management and yet endeavor to dominate men, 
exactly as no chemist can be scientific in his research and yet endeavor to dominate 
materials.—F. ALEXANDER Macoun, Cooperation and Conflict in Industry. 





Most managers would probably agree in theory 
that it is their responsibility to coach their sub- 
ordinates. If they are actually to do anything 
about it, steps must be taken to make coaching 
an integral part of the company’s plan for achiev- 
ing its goals. 


Building Coaching into the 


Manager’s Job 


JOHN C. RICHARDS 


Sylvania Electric Products, Inc. 
Mountain View, California 


Dasprre aux the efforts expended on 
management development since the 
end of World War II, there is still a 
wide gap between the excellent and 
the average in actual manager perform- 
ance—and precious little evidence that 
it is closing very fast. Though several 
reasons can be singled out in explana- 
tion of this disappointing state of af- 
fairs, undoubtedly a major part of the 
blame must be attributed to the failure 
of most programs to translate manage- 
ment development theory into practice 
at the working level. 

This is not to say that management 
development theory itself has reached 
anything resembling finality. There is 
almost certainly considerable room for 
improving and refining our present 
concepts in this area. But our more 
urgent need at the moment is surely to 
catch up in applying what we already 
know. 

Many companies, in fact, still tend to 





equate management training with the 
mere knowledge of sound manage- 
ment principles and methods. Now it 
cannot be denied that the transmission 
of this knowledge, whether by in-plant 
or outside courses, is an important part 
of the process of training managers. 
The point is that it is only the first 
step and not the whole process. 
Actually, few companies are naive 
enough to believe that you can take a 
man, add course, and get instant man- 
ager. But how many have given much 
thought to what else needs to be done? - 
Separate examination of these other 
aspects of the problem is not likely to 
be very fruitful, however. We need to 
take a leaf from the engineer’s book 
and apply a systems approach. Little 
progress can be expected until we ex- 
amine the problem as a whole, deter- 
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mine its focus, and establish the condi- 
tions necessary for its total solution. 
This is the aim of this article. 

Let’s begin by taking a look at what 
effective management training in- 
volves. For convenience, the process 
can be divided into three parts, 
or phases—education, practice, and 
coaching. We have made an excellent 
beginning in the first of these—that is, 
in establishing a body of sound man- 
agement principles that are invariant 
enough to be transmissible, and in 
transmitting them. But we have had 
little suecess with the other two phases, 
largely because we have not wholly 
recognized that they do not lend 
themselves to the same treatment as 
the first. 


A Neglected Principle 
The focus of the problem—that is 


to say, the condition that must be 
changed before anything else can be 
achieved—is habit formation: learning 
good habits of managing. The boss 
must change the subordinate’s habits 
of feeling, thinking, and doing—and 
can accomplish this only by changing 
his own habits of feeling, thinking, 
and doing in the area of coaching. 

Learning, then, has to occur at every 
level of management. Some insight 
into the psychology of learning thus 
forms a logical point of departure for 
any consideration of the over-all prob- 
lem of developing managers. 

One fundamental principle of learn- 
ing that has been known for genera- 
tions but has been largely overlooked 
in management training is that in 
learning any complex skill it is neces- 
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sary to learn the pattern as a whole; 
otherwise, only patterns of separateness 
will be learned. A complex pattern 
cannot be learned until all its parts are 
practiced simultaneously. While sepa- 
rate practice of the parts can improve 
the learner’s skill at each one, it cannot 
teach him the total pattern. 

Suppose, for example, that you take 
a non-swimmer to the shallow end of 
a pool and support him while you 
teach him a nice flutter kick. Then, 
still supporting him, you teach him an 
overhand crawl stroke. When he has 
mastered this to your satisfaction, you 
show him how to synchronize his 
breathing and head movement and, 
still supporting him, let him practice 
this until he has got the trick. Now 
you lead him to the diving board and 
push him off the deep end. Needless to 
say, if he manages to keep his head 
above water at all, it will only be be- 
cause he is frantically dog paddling. 
The chances of his executing a satis- 
factory craw] stroke are obviously re- 
mote. 

All too many new managers today 
have been trained in this piecemeal 
fashion and have found themselves 
floundering around in just such deep 
water as a result. 

Far-fetched though the above illus- 
tration may seem, it illuminates the 
fact that the complex skills of manag- 
ing can only be practiced effectively on 
the job. In fact, I do not know of any 
dry-run technique whereby these com- 
bined skills are economically rehearsed 
by all managers at all levels. Case stud- 
ies have their points but their principal 
value is educational. The use of data- 
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processing equipment to simulate busi- 
ness situations is perhaps a move in 
the right direction but at best it is an 
abstract of the real thing, besides being 
too costly to be used in training man- 
agers at every level. In an excellent 
article in the September-October, 1960, 
issue of the Harvard Business Review, 
Charles H. Kepner and Benjamin B. 
Tregoe described a dry-run method 
that can be practiced right in the man- 
ager’s own office. Unfortunately, it 
requires the services of either an out- 
side consultant or an unusually know!- 
edgeable and gifted staff specialist to 
prepare all the material and lead the 
sessions. This technique, therefore, 
is also not generally available to all 
managers. 

Practice, then, must take place on the 
job, whence it follows that coaching 
must be carried on there also. But be- 
fore successful coaching can even be- 
gin, we need someone who, in addi- 
tion to possessing (1) a knowledge of 
management principles, (2) a knowl- 
edge of the job being coached, and (3) 
a knowledge of good coaching meth- 
ods, is also available to act as coach. 

In the average company, the two 
most likely candidates for the job of 
coach are the boss and the personnel 
man in charge of training. Presum- 
ably, the training man will be well 
grounded in management principles 
and in coaching methods. But he can- 
not be expected to be familiar with the 
job to be coached, and certainly not to 
keep up with all current information 
on it. In any case, it would be physi- 
cally impossible for him to act as coach 
to each individual manager. By a proc- 


ess of elimination, therefore, we are left 
with the boss as the only man who can 


do the job. 


Why Managers Fail to Coach 


Probably, most managers will ac- 
knowledge that it is their responsibil- 
ity to coach their subordinates. But 
many, I suspect, have unconsciously 
abdicated this responsibility in favor of 
the training department. At all events, 
the bosses who regularly coach their 
subordinates are a conspicuous rarity 
in industry today. 

There are at least four reasons for 
this. First, the boss does not recognize 
that in most cases there is no one else 
to do the job. Second, he regards 
coaching as an extra, something in ad- 
dition to the pressing business of pro- 
viding goods or services at a profit. 
Third, he frequently does not know 
how to go about it. Fourth (and this 
is a natural consequence of the lack of 
understanding of coaching), he often 
feels that coaching encroaches upon 
the prerogatives of his subordinates 
and does violence to their dignity. 

When coaching is looked upon mere- 
ly as a desirable extra, when it is not 
identified with the aims of the busi- 
ness (especially its short-range goals), 
it is given a low priority and just does 
not get done. It will continue to be 
neglected until managers come to see 
how closely it relates to the specific 
targets set for this year or even for this 
month. 

This can be achieved by making 
coaching job-goal oriented—an _ inte- 
gral part of the boss's technique for 
insuring that his subordinates are 
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achieving their business objectives. 
Thus applied, it can prove the most 
effective form of control at his di 

and should be regarded as such. When 
coaching is used in this manner, it 
not only monitors present performance, 
but enhances future performance, 
thereby minimizing the future need 
for rigid specific control of individual 
events. It leads to self-control by the 
subordinate, The extent to which con- 
trols are applied from above is, in part, 
an inverse function of the manager’s 
confidence in his subordinate’s ability. 
As performance improves, confidence 
increases and controls may be de- 
creased. 

All the arguments in the world for 
the necessity and value of coaching 
are of little avail, however, if the boss 
doesn’t know how to go about it. Here 
it is necessary to backtrack a little and 
take a closer look at the conditions 
essential for habit formation. So far 
only one has been mentioned—the 
need to practice the pattern as a whole. 
The others are more familiar but no 
less important. Learning new (or 
changing old) habit patterns is a slow 
business requiring (1) knowledge of 
the technique to be learned; (2) con- 
tinuous motivation; (3) constant prac- 
tice; and (4) continuous follow-up 
until the habit has been learned. What 
is all too often forgotten, however, is 
that all must be applied in concert—if 
any one element is missing, the habit 
simply does not get learned. 

The coach needs to be both permis- 
sive and demanding, and this apparent 
paradox has given coaching a mysteri- 
ous aura which is quite unjustified. 
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The mystery disappears, however, once 
we between what can le- 
gitimately be demanded of the subor- 
dinate and where he should be given 
freedom to act for himself. 

Two things may properly be de- 
manded of the subordinate: (1) top 
performance and (2) application of the 
principles of sound management. Per- 
formance, after all, is what the sub- 
ordinate is being paid for; his boss 
should make it plain that he expects 
him to put forth his best efforts. As for 
the second requirement, this clearly 
follows from the first, since the sub- 
ordinate manager will not secure the 
best results unless he uses sound man- 
agement principles. At the same time, 
he should be given considerable free- 
dom to choose how to apply these 
principles. 


The Boundaries of Freedom 


We need to explore the boundaries 
of this area of freedom if we are to 
permit the subordinate full use of it 
without running the risk of his going 
beyond his authority. This area of free- 
dom is, of course, bounded by the areas 
where control from above is required. 
Schematically, this is depicted in Fig- 
ure 1, where Area I indicates those 
parts of the manager’s job for which 
he must obtain approval from above 
before he can act, because factors be- 
yond the scope of his job are involved 
in the action. Area II covers the parts - 
of his job where his superior feels he is 
not yet ready to exercise complete au- 
tonomy. Area III covers the parts 
where he is free to take action. His 
performance is monitored after the 
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fact, but his actions are not reversed. 
This is the area where he controls his 
own performance. 

The subordinate’s freedom of action 
should include the right to make mis- 
takes and suffer only from their busi- 
ness consequences—not from his su- 
perior’s censure. 

Creating a permissive climate of this 
kind is not simply a fad; it fosters 
learning how to meet business goals 
rather than learning how to outguess 
the boss. It encourages the subordinate 


to use his native talents rather than 
limiting him to figuring out how the 
boss handled similar responsibilities in 
the past. 

While all three areas should be 
coached, the responsibilities allocated 
to Area III should always be coached 
after the subordinate has taken action 
on them (unless he asks for help) and 
every effort should be made to transfer 
Area II responsibilities to Area III as 
quickly as possible. 

Good coaching seldom involves tell- 
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ing the subordinate what to do. More 
often it involves asking him what he 
thinks he should do to apply the prin- 
ciples of sound management to his 
problem. This should be a spontaneous 
response to the actions in Area III or 
the recommendations in Areas I and 
II which fall short of the subordinate’s 
best performance. Most bosses, of 
course, will react in some way when 
they consider a subordinate’s perform- 
ance inadequate. But it is the manner 
in which they react that determines 
whether they are good coaches or not. 

To say, “This is wrong—do it my 
way,” may solve the immediate prob- 
lem, but no matter how tactfully this 
is done, it does little to prepare the sub- 
ordinate to handle his next problem. 
The boss must restrain himself from 
giving this obvious response and ana- 
lyze the faulty solutions to find out 
what management principles have 
been violated or ignored. He should 
then point out to the subordinate the 
principle he has failed to apply (for 
example, planning), and explain the 
consequences of this omission. 

If the problem lies within Areas I or 
II, the subordinate should be required 
to rework the solution by himself in- 
corporating the principle in question. 
The solution then becomes his instead 
of his superior’s. It is important, of 
course, that the principle be explicitly 
stated; otherwise, it may be lost sight 
of in the details of the solution and 
will not be carried over and applied to 
future problems. 

The boss needs to use this appruach 
habitually if he is to be consistently 
effective as a coach. Even when the 
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need for a quick solution to the prob- 
lem compels him to rework it himself, 
he still can, and should, bring the prin- 
ciples involved to the subordinate’s 
attention. 


Making Noises Like a Teacher 


There still remains, however, the 
previously mentioned problem of those 
bosses who have the feeling that it is 
hardly proper to coach a subordinate. 
The more sophisticated the subordi- 
nate, the more likely the boss is to feel 
this way, though the subordinate may 
not be sophisticated in a management 
sense. Typically, the boss will say, “I’ve 
given him this responsibility and I 
won't insult him by telling him what 
to do. He is responsible to me for re- 
sults. The means are up to him.” This 
is true enough; but it is not an argu- 
ment against coaching since in any 
event coaching does not entail telling 
the subordinate what to do. 

Mostly, a boss who takes this atti- 
tude does so out of embarrassment at 
the prospect of having to teach a ma- 
ture adult. This is a habit of feeling. 
It is essentially emotional rather than 
logical. Once a manager has been 
taught how to coach and gains practice 
in it, he will come to see that, far from 
constituting an affront to the dignity 
of a subordinate, coaching enhances it, 
since it is based on the assumption that 
the subordinate is actually capable of 
better performance. 

To some managers, laying down 
principles and repeatedly hammering 
them home seems much too pedantic 
for the work situation. They shrink 
from “making noises like a teacher.” 
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Yet it is the only way to eliminate the 
problem of telling the subordinate 
what to do, besides being essential if he 
is to learn quickly from his mistakes 
and to be able to apply the same prin- 
ciples to very different problems in the 
future. 

To recapitulate, our efforts will be 
squandered by attacking the problem 
of management development piece- 
meal. We must view the problem as a 
whole, recognizing that each of its 
component parts—education, practice, 
and coaching—must have equal atten- 
tion and be integrated with the other 
two. 

Since practice and coaching involve 
habit formation, they cannot be con- 
ducted away from the job, as education 
can. The total solution, therefore, is a 
process that: 

1. Provides instruction in the princi- 

ples of management. 

2. Insures the use of good coaching 

techniques. 

3. Requires that coaching be inte- 

grated with the process of helping 

subordinates achieve their business 
goals. 

4. Insures the habitual use of good 
management techniques through 

(a) continuous motivation; (b) con- 

stant practice; and (c) continuous 

follow-up—all extending over a long 
period of time. 

It should be further noted the above 
outline is not a solution to the problem. 
It is merely a statement of the para- 
meters of the solution. Each of the con- 
ditions listed is a necessary one. None 
can be given secondary importance, 
still less omitted altogether. 


Lest top management blanch at the 
prospect of making coaches of all its 
managers and quickly turn its back on 
the whole problem, perhaps I should 
stress here that individual solutions to 
it are not too difficult to find and can 
be handled in fairly easy stages. At 
least half the battle is knowing what 
has to be done and recognizing each 
step as part of an over-all plan. Nor 
should the awareness that this is a con- 
tinuing process, rather than a project 
to be completed and forgotten, be 
cause for dismay, once it has been 
clearly recognized that coaching forms 
an integral part of the company’s plan 
for achieving its goals. After all, at- 
taining business goals is a continuing 
process, too, as long as the organiza- 
tion stays in operation. 


Some Suggestions for Action 


Since theories are valueless unless 
they are translated into action, some 
suggestions on how to get started may 
be in order here. As a first step, the 
company might prepare an inventory 
covering what has already been done 
in management development and 
what still needs to be done. This 
should be broken down into the three 
areas—education, practice, and coach- 
ing. Next, responsibility for action 
should be assigned to the appropriate 
people. The third step would be to 
specify the action to be taken and 
when it is to be initiated. 

It is advisable to start as high up in 
the organization as possible and to 
consider one organizational level at a 
time. The scheduling of dates for ac- 
tion, especially in the areas of practice 
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and coaching, should be realistic, how- 
ever—if too many things are started 
at once, they will not get done be- 
cause they will not receive the proper 
follow-up. 

The chart shown in Figure 2 is of- 
fered merely as a suggestion of the 
items that might be included in the 
program and does not pretend to be 
complete. It should be noticed, how- 
ever, that responsibility for action in 
the practice and coaching phases must 
be assigned to line managers. While it 
would probably be advisable for a 
staff specialist to prepare the chart and 
recommend the various steps to be 
taken, it should be implemented by 
line management. 


The Coaching Report 


Follow-up on coaching is crucial 
and must be habitually pursued. Per- 


haps the best way to insure this is to 
require each boss to submit at least 
once a quarter a written report in 
which he lists the biggest problem each 
of his subordinate managers is encoun- 
tering in achieving his business goals 
and states what he is doing to help 
them solve these problems for them- 
selves. The report form: should, of 
course, provide for sufficient detail to 
give the boss’s superior genuine infor- 
mation and not merely a string of 
platitudes. Naturally, the actual form 
of the report will vary from one or- 
ganization to the next. 

A report of this kind has the ad- 
vantage of meeting all the necessary 
conditions for effective practice and 
coaching. It is directly related to the 
most serious problems of the business 


—the very areas where all managers 
should be concentrating their atten- 
tion. This, coupled with the fact that 
the boss’s own superior requires it, pro- 
provides the necessary motivation. 
And since it has to be prepared peri- 
odically, coaching has to be a continu- 
ous activity in order for the boss to be 
able to submit a favorable report. 

The coaching report possesses other 
advantages, too. For one thing, it com- 
plements the standard “report of oper- 
ations.” Operations reports tend to em- 
phasize achievements rather than prob- 
lems. Follow-up on any problems that 
do come to light is usually only im- 
plied and is not built into the report. 
The coaching report not only pin- 
points problems before they become 
too serious but also provides a means of 
insuring that they are handled at the 
proper level. 

Since the coaching report discusses 
individual manager performance, it 
should, of course, be confidential. It is 
important also that the boss under- 
stand—and make clear to his subordi- 
nates—that he is there to help them 
achieve their goals, and not merely to 
ferret out their problems. 

In conclusion, it must be admitted 
that it would be naive to expect that 
all managers could be turned into per- 
fect coaches simply by following the 
principles set forth in this article. But 
so little has actually been done to fos- 
ter this key management skill that we 
have not even begun to capitalize on 
its potential. Even a small improve- 
ment on a broad front would, I be- 
lieve, result in a marked upgrading in 
managerial performance as a whole. 





Rigid adberence to disciplinary 
rules loses sight of the fact that cir- 
cumstances alter cases. Here the au- 
thor suggests some... 


Steps Toward a More 
Flexible Disciplinary Policy 


KEITH DAVIS 
Arizona State University 


Ovwzs of THe roucuest problems man- 
agement faces in taking disciplinary 
action is how to maintain consistency 
and at the same time respect the unique 
nature of each situation and each per- 
son. We all start with the assumption 
that people want to do a good job; 
therefore, we take constructive, sup- 
portive measures to help them. But we 
also realize that some employees will 
not live up to our standards and for 
these a policy of disciplinary penalties 
must be laid down. Management's 
problem is how to make this policy 
workable—and it is here that the 
fundamental conflict between con- 
sistency and flexibility arises. Con- 
sistency is sought because it makes for 
administrative simplicity, and is ex- 
52 


pected by unions. Flexibility is neces- 
sary because people and situations are 
unique. 

As one arbitrator has pointed out, 
in virtually every arbitration case in- 
volving discipline the company is al- 
leged to have been guilty of discrimi- 
nation, ic, of having treated one 
person differently from others. “To 
what extent,” he asks, “can you treat 
people as individuals without getting 
hopelessly enmeshed in indefensible 
inconsistencies and ending up with a 
reputation for being ‘wishy-washy,’ a 
‘pushover,’ or an organization that 
plays favorites?”* 

Certainly it can be argued that un- 
equal treatment undermines team- 
work and that the safe policy is to never 


mf W. Seybold, “How Personal Can a Personnel 
te Be?” Personnel Journal, January, 1959, 
p. 4 
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yield an inch, make no concessions, 
and refuse to recognize extenuating 
circumstances. Labor unions, which 
presumably represent the best in- 
terests of their members, often take 
this stand in order to secure a more 
stable union-management relation- 
ship. They require the company to 
make specific rules and to follow them 
without exception, and they bring 
management to task before an arbitra- 
tor when it varies its interpretations. 
Where this philosophy prevails, an ac- 
curate list of specific offenses and pen- 
alties is more desirable than a general 
statement of policy. Discipline and 
loyalty probably can be maintained 
with detailed rules of this type if the 
employer hews to them absolutely.” 


Striking the Right Balance 


But something is lost with inflexible 
discipline of this kind. Unswerving 
adherence to the rules becomes monot- 
onous and may even be dangerous. 
Sameness of treatment breeds a type 
of mass conformity—a passive accept- 
ance of things beyond the employee’s 
control. It fails to motivate people to- 
ward positive esprit de corps and takes 
the “heart” out of disciplinary ac- 
tion. By bringing all men down to 
one level, regardless of their unique- 
ness, it subjects them to the same kind 
of impersonal treatment as we give 
to physical matter. There is no longer 
anything personal in the disciplinary 
* For example, see Inland Steel Container’s system 
of penalty points for absenteeism, tardiness, and 
wage garnishments. But note also that this exact 
formula is not applied to other areas of disciplin- 
ary action. “Making Discipline Stick—with Union 


Backing,” Factory Management and Maintenance, 
April, 1956, pp. 92-93. 


relationship. Men become the victims 
of a lifeless system. 

Should management, then, go to the 
other extreme—avoid rules and leave 
it to human judgment to interpret 
general policy? Most likely, neither ab- 
solute rigidity nor utter liberality is 
the right answer to this problem. The 
operating solution will be a balance 
between the two extremes. 

There seems to be little doubt that 
the flexible approach to discipline is 
more in accord with human relations 
concepts that have been developed 
over the past few decades. It respects 
human dignity and individual differ- 
ences. In effect, it says, “The employer 
is obligated to treat people alike inso- 
far as they are alike, but he is obli- 
gated to treat them differently insofar 
as they are different and are in differ- 
ent situations.” 

This policy is also consistent with 
the basic aim of disciplinary action, 
which is to encourage adherence to the 
rules in the future rather than to pun- 
ish passing infractions. Since people 
respond differently to the same treat- 
ment, different disciplinary actions are 
necessary to achieve what might be 
called “equal” results. Take, for exam- 
ple, the case of Joe, a responsible, nor- 
mally conscientious employee who, be- 
cause of a communication slip-up at 
home and a chain of unfortunate cir- 
cumstances, fails to notify his fore- 
man of his absence until three days 
have gone by. Bill, on the other hand, 
is the devil-may-care type who has 
openly boasted that the reason for his 
absence is none of management's busi- 


ness. On the afternoon of the third 
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day, he sends a telegram from Las 
Vegas saying, “Car broke down. Hope 
to return Monday.” Is it likely that ex- 
actly equal penalties in these two cases 
will have the same effect? 

Of course, better human relations is 
not the only criterion to be considered. 
There are other factors in the situa- 
tion, such as ease of administration 
and management's relations with the 
union, that also have to be taken into 
account. But while these considera- 
tions may favor a more rigid discipli- 
nary approach, on balance it would 
seem that a more mature industrial re- 
lations climate will foster the develop- 
ment of greater flexibility. Each step 
forward in this direction, however, 
will depend on continuing improve- 
ment in the quality of supervision 
and in union-management relations. 
The organization that has poor man- 
agement and is always at odds with 
the union needs to be fairly specific 
and inflexible in its disciplinary pol- 
icy, else it will find itself spending 
much of its time in the paneled arbi- 
tration room. 

An example of this came to my 
notice some years ago, when I was con- 
sulted by a statewide employer’s assc- 
ciation that had been losing an ab- 
normally large number of hard-fought 

grievances in arbitration. When I 
* looked into this problem I found that 
most of the cases that were being lost 
involved “fairness,” or equity, griev- 
ances concerning discipline. As a mat- 
ter of fact, not one grievance so classi- 
fied had been won within the 12 
months covered by my study. On fur- 
ther investigation, however, I found 
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that 80 per cent of these equity-disci- 
pline cases had arisen in one com- 
pany alone. Out of approximately 200 
companies in the association, this sin- 
gle organization was the central trou- 
ble spot. It was poorly managed and 
had a tough union, but was still try- 
ing to interpret disciplinary policy 
loosely. Within a year, the company 
suffered financial reverses. 


The Basic Steps 


Assuming, however, that manage- 
ment wants to work toward a more 
flexible disciplinary policy, how does it 
go about this? Of course, the policy 
must be put in writing and com- 
municated to all concerned, must pro- 
vide for an appeal procedure, and so 
on. But what about the less evident 
human relations aspects involved? 
First, the company must recognize 
that this is a long-term process—the 
evolution of a basic change in work 
climate that may take years or even 
decades, A rule can be changed at a 
moment’s notice, but mutual confi- 
dence and enduring relationships can- 
not be expected to appear overnight. 

Second, the company needs a long- 
range program for upgrading the man- 
agers who will make the disciplinary 
decisions. If policy interpretation is to 
be left to their judgment, then they 
must be fully capable of reaching 
sound decisions. Each time they in- 
terpret disciplinary policy they are 
risking a part of the company’s repu- 
tation as well as their own. Strikes 
have been called because a supervisor 
has made the wrong decision in a disci- 
plinary case. When a manager makes 
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an apparent exception, he must be able 
to establish a reason for treating the 
particular employee and/or the particu- 
lar situation differently. Further, he 
must be able to communicate these 
distinguishing characteristics to other 
managers, as well as to union leaders 
and employees. He should also be 
able to show why these differences 
are significant for the case at hand. 
Differences alone are not enough. 

Third, the general level of union- 
management relations and confidence 
in management will need to be up- 
graded. It is unlikely that disciplinary 
action can grow more human if other 
relations continue to be bogged down 
in conflict. Both employees and union 
leaders must be mature and receptive 
in their attitude in order to grasp that 
basically the company’s practices are 
fair and consistent. 


The Components of 
Flexible Discipline 


Consistency of action is, in fact, the 
key to the whole problem. Research 
has shown that employees are more 
secure when they are able to predict 
how management will react to breach- 
es of discipline, whether committed by 
themselves or by others. For them- 
selves, employees want to know what 
they can or cannot do without having 
to ask like children. For others, they 
want the assurance that treatment will 
be equal under equal circumstances 
and that no one is likely to get either 
a better deal or a raw deal. 

Predictability is also important to 
union representatives. They want to 
know which grievances are worth 


prosecuting and which are doomed to 
failure. They do not want to be out 
on a sawed limb with their men nor 
do they want management accusing 
them of trying to undermine discipline 
by pushing an untenable grievance. 
While it is not essential for the worker 
or his union to be able to predict the 
exact degree of the penalty he will re- 
ceive, both he and the representative 
should be able to determine whether, 
in fact, he will be disciplined at all, 
and if so approximately what the pen- 
alty will be. It has been found that a 
vaguely perceived penalty generally 
has little deterrent effect. The effect is 
likely to be precisely nil if the em- 
ployee is not even sure whether he will 
be penalized or not. In summary, then, 
the disciplinary motto should be “Pre- 
dictability but not inflexibility.” 
Fourth, disciplinary action is likely 
to be most effective when the em- 
ployee feels that it is the actual infrac- 
tion that is being condemned and not 
himself as a person. Too often in the 
heat of argument a supervisor is goad- 
ed into condemning the offending 
worker rather than his act. There is a 
difference between falling down on a 
job and being a loafer, between an un- 
wise act and a fool. An offense can be 
stopped immediately, but a person 
changes very gradually, if at all. An 
employee will remember and instinc- 
tively resent any downgrading direct- 
ed at him personally. If it is the offense 
that management objects to, and not 
the person committing it, relations 
should return to normal once the 
problem has been settled. Certainly, 
nothing is gained by regularly bring- 
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ing the matter up, reminding the 
worker of it, and continuously holding 
it over his head. 

Finally, it is essential for the worker 
to know when he has committed a 
violation. Even if extenuating circum- 
stances make a penalty unnecessary, 
management must make him aware 
that his offense is known and has 
been judged in accordance with the 
policy. Time and time again manage- 
ment has learned the hard way that it 
cannot turn a blind eye to infractions 
and then suddenly crack down on 
someone without warning. 

For example, there was the case of a 
worker who was discharged for smok- 
ing on a stair landing in a dangerous 
chemical operation. Discharge was 
clearly within the rules for this of- 
fense. When the case came to arbitra- 
tion, however, he claimed that the 


company had discriminated against 
him, since many employees smoked 
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on the landing and, in fact, were still 
doing so. He challenged the arbitrator 
to count ‘the cigarette butts on the 
floor. True enough, when the arbitra- 
tor and the representatives of both 
parties went there, they found cigarette 
butts all over the place. The worker 
was immediately reinstated with back 
pay. 

The company that can put the ideas 
I have outlined here into effect will 
have a disciplinary policy that makes 
the most of both individual and group 
drives. Let it not be forgotten, how- 
ever, that this is an approach that, like 
a highly complex machine, is fine so 
long as it is functioning efficiently. 
But when something goes wrong, it 
can cause far more trouble than would 
follow from the breakdown of a less 
intricate system. The sine qua non of 
any disciplinary policy aiming to com- 
bine firmness with flexibility is better 
management all along the line. 


Health Hazards of Foremen 


In BriTatn, foremen account for a higher percentage of visits to doctors, in propor- 
tion to their numbers, than any other male working group except miners, according 
to a recent survey of general practitioners, as reported in Industrial Welfare. The 
foremen’s “standardised patient consultation rate,” moreover, is 14 per cent higher 
than the average for all male registered patients. 

It is to be expected that the rate of illness among foremen will exceed the na- 
tional average, /ndustrial Welfare points out, for illness is closely correlated with age, 
and foremen as a group are older than the British population at large. The figures 
presented in the survey report, however, have been corrected for age. 

The three kinds of disorders that bring the greatest number of foremen to the 
doctor are gastritis and duodenitis, boils and carbuncles, and varicose veins. In com- 
parison with other groups, however, the foremen rank highest in only the first 
two of these. The one disorder most characteristic of them is, predictably, the 
notorious ulcer. 

Though the proportion of foremen visiting doctors is high, Industrial Welfare 
notes, in frequency of visits they are exceeded by semiskilled workers. 





For managements that are growing increasingly 
perturbed over the mounting costs of bospitaliza- 
tion insurance, the alternative program adopted 
by The Seamen’s Bank for Savings may suggest a 
means of keeping health-plan expenditures in line 
and of securing a greater return on them. 
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Avy orcanization that undertakes 
to shoulder all or part of the cost of 
providing its employees with adequate 
health protection is immediately con- 
fronted with the question of how to 
secure the highest quality of medical 
care in return for the resources allo- 
cated for this purpose. Clearly, this is 
not a problem that can be evaluated 
on any simple dollars-and-cents basis. 
The loss of one key employee through 
maltreatment or neglect may far out- 
weigh any savings theoretically 
achieved through cutting corners in 
the medical budget. On the other 
hand, there are practical limits to the 
generosity of the most enlightened em- 
ployer; and even in the company far- 
sighted enough to recognize the need 
for a plan encompassing every aspect 
of its employees’ physical and mental 
well-being there ultimately comes a 
point where purely economic consid- 
erations take over. 

Most companies today have tried to 


ROBERT J. CLARKE 


The Seamen’s Bank for Savings 
New York, New York 


resolve this problem by adopting some 
form of hospitalization insurance, of- 
ten combined with a major medical 
policy. In so doing, however, they have 
found themselves faced with a seem- 
ingly endless series of cost increases. 
Blue Cross rates, for example, are ex- 
pected to rise some 50 per cent by 1962. 
Blue Shield rates will undoubtedly fol- 
low suit as the public becomes ever 
more dissatisfied with the unrealistic 
schedule of physicians’ allowances now 
in effect. Major medical policies, a 
means of correcting deficiencies in the 
Blue Cross-Blue Shield combination, 
represent an additional cost burden. 
Even a cursory review of the field of 
employee medical insurance produces 
the distinct impression that the situa- 
tion is rapidly getting out of hand and 
will soon reach the point where, as is 
now the case in motor vehicle accident 
insurance, it 1s easier to raise premiums 
than to correct palpable abuses or to 
expose false assumptions. 
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Experience testifies, moreover, that 
health insurance plans fail to measure 
up to modern concepts of an adequate 
employee health program. They have 
been justly criticized on a number of 
grounds: 

1. Hospitalization insurance, like so 
many economic policies inherited from 
the depression-ridden Thirties, presup- 
poses the existence of idle manpower 
and facilities. Its initial purpose was to 
help fill empty hospital beds by ena- 
bling patients to amortize the costs of 
hospitalization over their working 
lives. Today, however, our problem is 
an insufficiency of hospital facilities, 
and hospitalization insurance only ag- 
gravates the problem by encouraging 
people to have themselves admitted for 
trivial ailments.’ As a recent study 
points out, people with hospitalization 
insurance enter hospitals more often 
and use more days on the average than 
the uninsured, and those who are in- 
sured for only hospital and surgical 
costs show significantly higher hospital 
utilization rates than those with com- 
prehensive health insurance. The 
study goes on to compare rates under 
Blue Cross and Blue Shield with 
rates under comprehensive plans: 

According to Dr. Frederick Mott, “Blue 

Cross subscribers nationally utilized an av- 

erage of 995 days of hospital care per 1,000 

persons in 1956. In Michigan the figure 

was 1,100 days per 1,000. On the other 
hand, the utilization figure for Kaiser 

Plan subscribers in Northern California 

was 624 days, for Group Health in Se- 


attle it was 562, and for Group Health 
in the District of Columbia it was 546.” 


1See An Opinion Study of Prepaid Medical Care 
Coverage in Michigan, by Michigan State Medical 
Society, Lansing, Mich., 1957. 


ee 
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A recent study of comparative hospitali- 
zation experience of HIP and Blue Shield 
subscribers in New York City, with simi- 
lar Blue Cross coverage, found that ap- 
proximately 8 out of 100 HIP enrollees 
were hospitalized in a year as compared 
to 10 out of 100 Blue Shield enrollees.’ 
2. The insurance plans cited make 
little provision for office or outpatient 


coverage, and thus encourage an un- 


necessary reliance on surgery. The 
doctor is given every economic incen- 
tive to operate, but little incentive to 
take advantage of the latest bio-medi- 
cal advances.® 

3. Though some of our greatest 
gains in national health have come in 
the field of preventive medicine, most 
company policies offer little opportu- 
nity for this kind of practice. In other 
words, insurance plans lock the barn 
door after the horse has escaped. Ob- 
viously, health insurance costs will not 
decline unless we first reduce the in- 
cidence of illness by instituting ade- 
quate programs of prevention. Until 
business faces this issue squarely, it 
will shuffle from one insurance scheme 
to another in a vain attempt to stabi- 
lize costs. 

4. Most often, the introduction of 
health insurance represents either a 
generous gesture on the part of the 
company or an attempt to keep up 
with the Joneses in the matter of fringe 
benefits. The plans themselves, more- 
over, are insurance-centered rather 


"H. M. and A. R. Somers, “Private Health In- 
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than people-centered. Thus in only a 
few instances do they constitute an in- 
tegral part of a comprehensive medical 
program whose aim is to provide for 
the maximum development of the 
employees’ potential. 

That this should be the aim of 
a medical program is suggested by 
comparing industry’s expenditures on 
employee health programs to its ex- 
penditures on industrial plant and 
equipment. Is it unrealistic to consider 
the former as much an investment as 
the latter and just as capable of yielding 
measurable economic benefits to the 
company—in this case, through in- 
creasing the employees’ productivity, 
reducing their loss-time illnesses, and 
improving their morale? The insur- 
ance approach, with its emphasis on 
hospitalization and surgical care, does 
not qualify as a true investment, for it 
becomes operative only after an eco- 
nomic loss has been sustained and, in- 
deed, fosters the loss. 

In view of the futility of schemes 
that are purely insurance-centered, we 
would do well to explore new ap- 
proaches to employee health care. One 
such alternative has been developed by 
The Seamen’s Bank for Savings, of 
New York, and the Grace Medical 
Group—a program that provides free 
comprehensive health care to all em- 
ployees of the bank. 


A Perspective on the Medical Plan 

To place the program in its proper 
perspective, a brief look at the history 
of the bank, its functions as a business 
enterprise, and its underlying philoso- 
phy may be in order. 


Even in a business where age is fre- 
quently the criterion of respectability, 
The Seamen’s Bank is a venerable in- 
stitution. The first savings bank for 
seamen, it opened its doors on May 11, 
1829, sponsored in part by the Bethel 
Union and the Society for Promoting 
the Gospel Among Seamen in the 
Port of New York. As a historian of 
the bank has pointed out: 

How strictly philanthropic were the pur- 
poses of the new bank may be judged 
from its charter. There was to be no salary 
for trustees or managers, only for subor- 
dinates. All profits were to be paid out as 
interest. In the beginning, the accountant 
received $200 a year, and was the only 
paid employee except the porter.‘ 

In 1833 the bank extended its serv- 
ices to the community at large, and to- 
day members of the maritime trades’ 
constitute only 15 per cent of its de- 
positors. At this writing, the bank em- 
ploys some 250 men and women and 
ranks as the 13th largest mutual savings 
bank in the United States. 

Over its 132-year history, there has 
been a profound evolution in the func- 
tion of the work situation for the em- 
ployee. In an earlier day, a man’s place 
of employment was but one of many 
institutions that together served to de- 
fine his role and significance in soci- 
ety. Now, “the company” is expected 
to provide an environment where the 
employee can find many of the satis- 
factions previously offered by other 
institutions. The Seaman’s Bank has ac- 
cepted this responsibility by construct- 
ing an integrated personnel program 
“C. G. Michalis, “Seamen’s Bank: 125 Years in 


Step with New York.” Address to Newcomen 
Society in North America, January 6, 1954. 
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embracing educational benefits, life in- 
surance, a pension plan, social activi- 
ties, and, of course, the medical plan. 
The management of the bank does not 
view these programs as mere “fringe 
benefits” but recognizes that together 
with the informal relationships built 
upon them they constitute the social 
organization of the company, the pri- 
mary source of work satisfaction in 
modern business. 

The attitude of the Seamen’s man- 
agement deserves a word of further 
explanation. Historically, the manage- 
ment of mutual savings banks has 
_ been recruited from the ranks of pub- 
lic-spirited citizens, people who do- 
nated their services chiefly out of a de- 
sire to perform a social service. This 
was especially true of The Seamen’s 
Bank, whose first trustees, most of 
them leaders of New York’s maritime 
trade, saw in the bank a secure deposi- 
tory for the savings of seafaring peo- 
ple and a means of encouraging eco- 
nomic independence. Though the 
composition of the Board of Trustees 
has become more varied over the years, 
the spirit of the earlier group—con- 
cern for people—continues to prevail. 

The employee is always considered 
as a distinct personality, with his own 
complex of physical and intellectual 
abilities, emotional attitudes, and aspi- 
rations. Management’s respect for the 
employee naturally evokes a similar 
attitude on his part, and his own aware- 
ness that his contribution to the enter- 
prise is being recognized helps him 
adapt to the demands of the job. The 
reservoir of mutual confidence and 
good will thus produced facilitated the 
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organization of the Comprehensive 
Medical Plan and even now contrib- 
utes to its successful functioning. 
This is not mere idealism or do- 
goodism in management. It is rather a 
hard-headed balance of humane and 
material considerations. Recognition 


of individual dignity does not encour- 
age the prima donna but looks to an 
appreciation of the just obligations of 
management and employees. The 
growth and present position of The 
Seamen’s Bank demonstrate the prag- 
matic validity of this philosophy. 


The Comprehensive Medical Plan 

The philosophy and atmosphere just 
described dictated an approach to em- 
ployee health care radically different 
from the one now prevailing in most 
companies but an approach that, in the 
authors’ opinion, is nonetheless widely 
applicable. The approach itself, and its 
applicability to other companies, can 
perhaps be made most clear if the pro- 
gram that embodies it, the Compre- 
hensive Medical Plan, is explained in 
terms of its underlying principles. 


Independence of the doctor. The 


medical part of the program is con- 


ducted by the Grace Medical Group,° 
a fully independent clinic that serves 


"The Grace Medical Group, formerly the Grace 
Clinic, was founded by Dr. Edwin J. Grace in 
February, 1929. It is organized for group prac- 
tice along the lines pioneered by the Mayo Clinic 
in Rochester, Minnesota, and its staff includes 
several physicians trained at the Mayo Clinic. 
Dr. Grace and the staff of the clinic have done 
outstanding work in multiple chemotherapy and 
in the application of genetic principles to clinical 
practice. He himself has contributed some 60 
articles to professional medical journals and is 
currently serving as secretary of the International 
College of Surgeons. 
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the management and employees of a 
number of companies besides Sea- 
men’s and that is, moreover, physically 
separate from the bank. (Whereas the 
main offices and all the branches of 
the bank are in Manhattan, the clinic 
is in Brooklyn.) 

This arrangement helps to avoid the 
“company doctor” stigma so frequent- 
ly attached to industrial medicine. 
When the medical department is an 
adjunct of the company itself, the em- 
ployee tends to think of it as “manage- 
ment” and may even suspect that its 
diagnosis of his condition will be in- 
fluenced by what his boss wants to 
hear. As a result, he is likely to evade 
frank discussion of his health prob- 
lems and will thus gain little or noth- 
ing from the medical program. 

Group practice. Since the field of 
medicine is now so vast that no one 
physician, however talented, can pro- 
vide all the specialized services it en- 
compasses, all practice to some extent 
depends upon the pooling of knowl- 
edge. Every general practitioner en- 
gages in a form of group practice when 
he refers a difficult case to a specialist. 
The GP-specialist arrangement, how- 
ever, always presents a danger of 
fragmentizing the patient, that is, of 
treating his individual ailments without 
regard for the whole picture. Formal 
group practice, such as is offered by 
the Grace Medical Group, minimizes 
this danger and in fact unites the vari- 
ous medical specialties in a team ef- 
fort to secure for the patient the fullest 
advantages of current medical knowl- 
edge. In addition, this arrangement 
has the advantage in efficiency. At the 


Grace Medical Group, laboratory stud- 
ies can be made promptly at the direc- 
tion of the physician, considerable ef- 
fort is put into the preparation of de- 
tailed case histories, and there are 
ample facilities for staff conferences. 
At the time of his first examination, 
the employee’s health problems are re- 
viewed by at least two consultants, 
and all necessary diagnostic tests and 
X-rays (including dental pictures) are 
made. He may then have the results 
of the studies and consultations sent 
to his family doctor or he may, of 
course, continue therapy at the clinic. 
Within the medical group, each pa- 
tient is treated as a “whole man” rath- 
er than as merely an employee or a 
collection of ailments. The belief un- 
derlying this approach has been ex- 
pressed by Dr. Grace as follows: 
In any form of practice, all efforts must 
be bent toward solving the problems of 
the patient. We must consider not 
only the specific bodily complaint that he 
presents to us, but the total individual in 
his total environment. It is here that the 
dividing line between the practice of 
medicine and the art of medicine lies.° 
In line with this “whole man” phi- 
losophy, the medical group accords 
great importance to the employee’s at- 
titude toward his job and sees it as a 
complex reflection of the interaction 
between his biological and social past, 
his present physiological state, and his 
work and non-work environment 
Company-doctor programs, on the oth- 
er hand, still manifest a tendency to 
neglect any environmental explanation 
of the patient’s difficulties. 


°E. J. Grace, M_D., “The Family Doctor in Group 
Practice,” G.P., January, 1952, p. 88. 
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The medical group applies its un- 
derstanding of attitude formation by 
focusing not only on the employee's 
wants but also on his needs, both overt 
and hidden. It thus assumes what is 
in a real sense a teaching function: 
giving the employee-patient an under- 
standing of himself based upon the re- 
sults of a physical examination and 
upon psychological insights employ- 
ing his own value system. The pa- 
tient’s increase in self-understanding 
serves as the foundation upon which 
the staff helps him to set new goals 
and follow through to greater produc- 
tivity. In short, the medical group’s 
“whole man” approach helps the pa- 
tient remedy his weaknesses, either 
physical or psychological, and build 
upon his strengths. Thus the group 
performs a significant economic role. 

Preventive medicine. Whereas in- 
surance plans aid the employee only 
after he has fallen ill, the bank’s com- 
prehensive medical plan strives to pre- 
vent disease and maintain health. The 
services of the medical group are fully 
and freely available to the employee 
and to his wife and dependent chil- 
dren from the time of his pre-employ- 
ment physical examination through 
his retirement; he and his wife may 
use the clinic to the end of their lives. 
Moreover, the medical group gives con- 
siderable attention to the problems of 
aging, and its efforts are concerned 
not only with detecting pathological 
conditions in their early stages but 
also, through knowledge of the pa- 
tients’ family histories, with forestall- 
ing the degenerative diseases of later 
life. 
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Thus the Seamen’s plan gives full 
scope to the practice of preventive 
medicine. By putting a wide range of 
free medical services at the employ- 
ees’ disposal, it relieves them from 
economic pressure to postpone treat- 
ment or to rely on self-diagnosis—two 
practices that in the long run result in 
considerable waste of medical re- 
sources. Though it might seem inevi- 
table that when all deterrents to treat- 
ment were eliminated the medical 
group would be swamped by trivial 
complaints, such has not been the 
case. The forces working to maintain 
a balance in the use of the available 
medical resources lie in the informal 
structure of the plan and will be dis- 
cussed subsequently. 

The “family doctor” concept. 
Needless to say, the advantages of 
group practice will remain purely the- 
oretical unless the employee trusts the 
group physicians just as he would 
trust his family doctor. The Seamen’s 
plan has had no trouble on this score 
—primarily because, as has already 
been pointed out, its medical group is 
wholly independent of management. 
The employee’s medical records are 
kept in absolute confidence. No de- 
tails of his illness ever get back to the 
bank unless they directly affect his 
work situation, in which case the per- 
sonnel director is advised of the perti- 
nent medical opinions if the employee 
consents, 

Just as he would with a family doc- 
tor, the employee-patient feels that 
someone is trying to help him solve 
the varied problems affecting his physi- 
cal and mental well-being. And the 





AN ALTERNATIVE TO GROUP HEALTH INSURANCE 63 


clinic doctor, for his part, is able to 
come to grips with the problem of eas- 
ing the adaptation of the individual to 
the fast-moving social and economic 
changes taking place in today’s world. 
It is perhaps in this area that the in- 
dustrial physician will ultimately make 
his most significant contribution. 

Informality. As management au- 
thorities frequently point out, work 
groups normally generate and enforce 
standards of conduct for their mem- 
bers. The medical plan relies on this 
group phenomenon to regulate the use 
of the clinic facilities. By imposing no 
formal controls, it takes full advantage 
of the disciplinary influence of the in- 
formal structure, which is, in fact, al- 
ways more demanding and authori- 
tarian than the formal structure. The 
close personal relations that have de- 
veloped between employee and physi- 
cian augment the success of this ap- 
proach, for as the physician comes to 
be a “member” of the employee’s in- 
formal group his influence with the 
employee increases. 

Democracy. The services of the 
medical group are uniformly available 
to all bank personnel. President and 
porter receive the same kind of atten- 
tion, and all costs are billed directly 
to the bank. 

Major medical provisions. In a 
case where surgery or other therapy 
beyond the scope of the medical group 
is indicated, the employee is referred 
to a hospital. The costs of his treat- 
ment are covered by a conventional 
major medical policy. Thanks to the 
emphasis on prevention in the Com- 
prehensive Medical Plan, the bank 


pays significantly lower premiums on 
this policy than do most other organi- 
zations. 

So much, then, for the basic ele- 
ments of the plan. Its effects have been 
visible in many aspects of organiza- 
tional life and in the employees’ pri- 
vate lives. As a brief review of these 
effects will show, the program has 
been successful in meeting the medi- 
cal, economic, and personnel chal- 
lenges involved in planning employee 
health care. 

1. Morale. Illness has lost its pres- 
tige value for the employees. In fact, 
anyone who uses it as an excuse for 
absenteeism or slowing down on the 
job soon finds his status diminished. 
And now that there are more employ- 
ees consistently or the job, each indi- 
vidual’s load is lighter than it used to 
be. 

The following anecdote illustrates 
the high morale prevailing at the bank. 
Some time ago, less than a month be- 
fore the start of a new quarter, the 
bank raised its dividend rate by ¥ 
per cent. The chief clerk was asked 
whether the task of computing and 
preparing interest dividends, normally 
requiring two months, could be com- 
pleted by the first of the next month. 
When apprised of the situation, the 
employees responded by doing the job 
in 18 days. 

2. Absenteeism. Few companies can 
offer any evidence that instituting 
an employee health program has re- 
duced their rate of absenteeism. In 
fact, as has already been pointed out, 
the insurance approach may do much 
to encourage loss-time illness. The 
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Seamen’s plan Aas been successful in 
reducing absenteeism, which fell from 
about 7 per cent, before the inaugura- 
tion of the plan, to less than 3 per cent 
—well below the national average for 
comparable institutions. 

3. Longer working life. Over the 
years, the personnel of the bank have 
enjoyed a noticeable decline in death 
rate only partly attributable to nation- 
wide advances in medicine. As a re- 
sult, premiums on group life insur- 
ance at Seamen’s have declined to 2.7 
per cent of the payroll. 

The following case study illustrates 
what can be done under the Compre- 
hensive Medical Plan to lengthen the 
productive life of the employee: 

The patient was a man in the middle 
fifties who suffered from obesity, diabetes, 
gall stones, hardening of the leg arteries, 
and angina pectoris. An electrocardio- 
gram gave additional evidence that the 
blood vessels of his heart were “clogged 
up.” 
He came to the clinic in 1953 and soon 
developed a good, informal relation with 
his doctors. There was some improve- 
ment in his legs and feet, he lost some 
weight, and his diabetes seemed to be 
clearing up. But his life-long enjoyment 
of “good food” militated against a thor- 
ough dieting effort. 

In 1955, he suffered a coronary heart at- 

tack but he made a good recovery and 

was back on the job within two months. 

The heart attack actually brought about 

an improvement in his health, for it moti- 

vated him to pay more attention to his 
physician's advice. In 1958, his gall blad- 
der was removed without complication. 

At present, he suffers no active diabetes, 

and only rare twinges of angina. There 

has been a general improvement in his 
feeling of well-being and in his work-day 
effectiveness. His attitude toward health 
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is positive and constructive rather than 
fear-dominated. 


This case shows that the proper 
combination of preventive and thera- 
peutic medicine can be enormously 
successful not only in saving the pa- 
tient from premature death but in 
maintaining his health and extending 
his years of active service. It is very 
likely—though not certain—that un- 
der the conventional health insurance 
approach this employee would not 
have sought treatment until his ills 
had become acute and his condition 
irreversible. In any event, he probably 
would not have had the advantages of 
group practice available to him, for not 
more than 7 per cent of the medical 
profession is organized along these 
lines. 

4. Productivity. Officers of the bank 


believe that the inauguration of the 
Comprehensive Medical Plan was fol- 
lowed by gains in productivity and 
was in fact responsible for them. Here 
is a case in point: 


The productivity of a certain IBM oper- 
ator had fallen almost to the minimum 
level required by her department. An ex- 
amination at the clinic revealed that she 
had a painful leg condition, aggravated 
by overweight. The leg condition was cor- 
rected surgically, and the patient was put 
on a weight-reducing diet. As a result, 
there was a marked improvement in her 
health and a substantial rise in her pro- 
ductivity. In fact, a representative of IBM 
inquired whether a new operator had 
been assigned to the equipment. 


5. Conserving human resources. 
In a private-enterprise economy, the 
nation’s need to husband its human 
resources imposes a social responsibil- 
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ity upon management—the duty of 
protecting its employees’ health. Here 
are two cases—one occurring before 
the installation of the Comprehensive 
Medical Plan and the other after it— 
that illustrate the role management 
can playin the total effort. 


Mr. X was hired by the bank in 1926. No 
pre-employment physical was required at 
that time and the comprehensive medical 
plan lay many years in the future. Some 
time after being hired, Mr. X developed 
symptoms that were eventually diagnosed 
as pulmonary tuberculosis, a disease prom- 
inent in his family history. Over a 20- 
year period, all the accepted forms of 
therapy were tried, but to no avail. In 
1954, Mr. X died. The financial loss in this 
case was estimated by the bank at 
$20,000; the social tragedy, now preventa- 
ble, cannot be measured. 

Mr. Y reported to the clinic with a urinary 
complaint and symptoms of sinusitis. He 
was put through a complete series of 
studies, which revealed that he had pul- 
monary tuberculosis. Multiple chemo- 
therapy was instituted. Responding at once, 
Mr. Y was able to return to work after 
only three months. The course of treat- 
ment cost the bank $500. 


The contrast in outcome between 
these two cases underscores the simple 
economic lesson of preventive medi- 
cine. The happy ending of Mr. Y’s 
case is traceable not only to the mod- 
ern therapeutic techniques that were 
applied but also to early detection and 
diagnosis. The result for Mr. X might 
well have been different if his disease 
had been detected at an earlier stage. 
Mr. X represents a tragic waste of hu- 
man resources. Mr. Y continues as a 


valued employee and a healthy citizen. 

In sum, the authors believe that The 
Seamen’s Bank has developed an ap- 
proach to employee health care that is 
applicable to many industries and 
promises substantial improvements in 
efficiency and morale. It should have 
special significance for small and me- 
dium-size companies, where cost con- 
siderations will always be paramount. 
The cost of the medical group’s serv- 
ices represents 2.7 per cent of the total 
payroll of the bank. It is more than 
offset by reductions in the premiums 
on the major medical and group life 
policies held by the bank, reductions 
in absenteeism, and improvements in 
productivity and morale. The man- 
agement of the bank is convinced that, 
all things considered and especially in 
view of the quality of medical care 
available to the employees, the Com- 
prehensive Medical Plan is less costly 
than any comparable combination of 
hospitalization and major medical in- 
surance. 

Though its details would, of course, 
vary from industry to industry, the 
Seamen’s-Grace plan offers a worth- 
while alternative to proposals calling 
for some form of “socialized medi- 
cine” as a solution to the rising costs 
of private medical insurance. In the 
tradition of the private-enterprise sys- 
tem, the plan rests on individual ini- 
tiative and voluntary cooperation, rep- 
resenting in essence a true partnership 
between the medical profession and in- 
dustry. 


or 


Propuctive work in today’s society and economy is work that . . . is based on the 
mind rather than on the hand.—Peter F. Drucker, Landmarks of Tomorrow. 














With the workforce more on the 
move than ever before, companies 
now run the risk of finding them- 
selves loaded down with all kinds of 
undesirable employees. Here’s one 
way to eliminate this possibility. 


How to Keep Bad Apples 
Out of the Barrel 


JAMES A. LEE 


Management Institute 
The University of Wisconsin 


Nor LONG AGO, a division of a major 
company found itself with a strike on 
its hands. Feelings ran high and there 
was considerable violence on the pick- 
et line. Top management, seeing as- 
semblers, machinists, and clerks de- 
stroying personal property and tearing 
the shirts off the backs of policemen, 
was appalled. Could these be employ- 
ees, a bewildered vice president won- 
dered—surely, they must be goons 
from out of town. But when the tele- 
photo lens shots were matched with 
the photographs in the division’s per- 
sonnel files, the evidence was incon- 
trovertible. These were no trouble- 
makers specially imported for the oc- 
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casion—every man Jack of them was 
on the company’s payroll. Only then 
did management think to ask, “Where 
on earth did we get these people?” 

In some cases, it turned out, the per- 
sonnel department had simply yielded 
to line management’s incessant badg- 
ering for help of any kind. In others, 
what appeared to be “modern” selec- 
tion procedures had proved singularly 
ineffective at weeding out undesirable 
employees. Nowhere was there any 
recognition of the principle that the 
best single predictor of a man’s future 
behavior is his past behavior. 

Most of this company’s employment 
information was purely statistical— 
when an employee had worked where, 
his addresses for the past ten years, 
and so on. No steps had been taken 
to obtain any qualitative information 
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about him before he was put on the 
payroll. 

The company in question was hard- 
ly unique in this respect. In fact, it can 
safely be said that most businesses to- 
day are still clinging to hiring prac- 
tices that originated in days when 
employers could count on recruiting 
almost all the help they needed from 
the local community, jobs were fairly 
simply structured, and a quick tele- 
phone check was sufficient to deter- 
mine whether an applicant was a de- 
sirable employee or not. Today, this 
picture has changed out of all recog- 
nition. Business itself has become in- 
finitely more complex. Company em- 
ployment offices are called upon to 
handle a constant stream of applicants 
from God knows where. Without de- 
tailed factual information on the back- 


grounds of the people they propose to 
hire, employers now run the risk of 
finding themselves loaded down with 


all kinds of wundesirables—as the 
mounting tide of employee dishonesty 
all too readily demonstrates. 

There are, in fact, at least ten good 
reasons why thorough investigation of 
all employees before they are hired 
should now be the rule: 

1. Shortened probationary periods. 
Twenty years ago, most companies 
had a probationary period of 90 days 
or more. Today, the standard contract 
provision is usually 30 days. As a re- 
sult, many new employees are exposed 
to only a small proportion of the vari- 
ous tasks and adjustment situations 
they should meet before the company 
can really decide whether to keep or 
to discharge them. In companies 


where the span of control is high, 
evaluation is almost impossible in 30 
days. 

2. Increased mobility of the work- 
force. Less and less often is an appli- 
cant’s former employer located in the 
prospective employer’s own city, coun- 
ty, or even state. A California com- 
pany may need to make direct contact 
with machine-shop supervisors in Cin- 
cinnati and Philadelphia. A New 
York firm may find itself checking on 
a man whose work history is clustered 
in a three-state area in the Middle 
West. 

3. The growing complexity of 
work. Longer learning periods mean 
higher turnover costs per man. It is 
becoming increasingly important to 
be able to gauge an employee’s ability 
to learn the job within a reasonable 
time. 

4. The over-reliance on testing. The 
growing use of tests of all kinds to 
predict an applicant’s potential abili- 
ties has led to an unintentional disre- 
gard of what he has accomplished in 
the past. Consequently, the vital need 
for background information has been 
overshadowed by the new selection 
techniques. 

5. The futility of reference checks. 
Former employers tend to be under- 
standably reluctant to say anything 
that might prejudice a man’s chances 
of getting another job. As a result, the 
qualitative information a potential em- 
ployer really needs is simply not forth- 
coming from the routine reference 
check. 

6. The switch to the employers’ 
market. After 20 years of having had 
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to fight for their share of the labor 
market, companies are now beginning 
to find that the shoe is on the other 
foot. Employment policies must re- 
flect this development. Both the stand- 
ards of performance and the standards 
at the entry point must be raised. This 
in turn calls for more careful measure- 
ment of an applicant’s past perform- 
ance against more stringent standards 
than before. 

7. The small percentage of the 
workforce accounting for most pro- 
ductivity losses. It is now well estab- 
lished that not only do accidents, ab- 
senteeism, and turnover have a sig- 
nificant effect on production—they are 
also confined to relatively few em- 
ployees. Yet when employers are 
asked for references, they rarely pro- 
vide information on a former em- 
ployee’s accident and absence record. 
Other methods are needed to ferret 
these facts out. 

8. The increase in problem employ- 
ees. The simple statistics on alcohol- 
ism and crime rates tell us that the 
number of problem employees is rap- 
idly growing. Thefts are on the rise, 
and so are crimes of violence. Today’s 
shortened probationary period rarely 
provides a sufficient number of clues 
to deviant behavior. There are many 
undesirable behavior patterns that will 
not show up in a month. Problem 
drinkers can take care to ride the 
straight and narrow for a month— 
and so can thieves and perverts. Only 
a thorough investigation of an em- 
ployee’s past behavior can tell the com- 
pany whether or not it will have a 
problem employee on its hands. 
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9. The expanded role of employees 
in the company’s success. Employees 
at every level are now recognized as 
playing a key role in the company’s 
public relations. They are expected to 
help boost sales whercver possible and 
their individual personalities often 
spell the difference between obtaining 
and losing a contract. An employee 
who is not an asset in this sense may 
well be a liability—but only a study of 
his past record can afford any clue 
on this score. 

10. An applicant's chances of obtain- 
ing security clearance cannot be pre- 
dicted by conventional screening 
methods. The only way a company 
can be sure that an applicant will pass 
a security check is to use similar 
sources of information to those em- 
ployed by the defense agencies them- 
selves. It is very seldom indeed that 
security clearances are given on the 
basis of an interview and an aptitude 
test. They are almost invariably based 
upon previous behavior. Pre-employ- 
ment investigations can tap enough 
samples of an applicant’s previous be- 
havior to reduce the number of fail- 
ures to obtain security clearance prac- 
tically to zero. 

The ten points outlined above boil 
down to two main conclusions: (1) 
The average company now needs to 
know far more about an applicant 
than it did 20 or 30 years ago; and (2) 
traditional screening methods no long- 
er suffice to supply the kind of infor- 
mation that is required. 

As forward-looking companies are 
beginning to find, a logical solution 
to this problem is the professionally 
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conducted pre-employment investiga- 
tion. There are now a number of 
nationwide organizations providing 
investigative services of this kind. A 
telephone call to the local office of a 
national network is all that is needed 
to produce a complete, factual report 
on a man whose previous job may 
have been 3,000 miles away. 


What a Pre-Employment 
Investigation Will Cover 

Typically, a basic pre-employment 
investigation will probe four facets of 
the applicant’s background: 

1. Work history. Information on the 
applicant’s work history is obtained by 
personal interview with his former 
supervisor. The report will include, in 
the supervisor’s own words, his sum- 
mation of the applicant’s skills, work 
habits, attendance, honesty, attitude 
toward the company and its policies, 
and any other pertinent information. 

2. Credit history. The applicant's 
credit account history is investigated 
by means of information obtained 
from credit bureau or similar agency 
files. How a man pays his bills is one 
good measure of his sense of responsi- 
bility. Employees who pay their bills 
on time are more likely to finish a 
project when they say they will than 
those who are lax about their financial 
obligations. Bad credit history also 
frequently turns out to be associated 
with alcoholism, emotional instability, 
and other undesirable forms of be- 
havior. 

3. Possible criminal record. It is 
true that relatively few applicants’ 
backgrounds will reveal any criminal 


record—but the small proportion that 
does is a highly important one. Per- 
haps it should be added that it is not 
necessarily the purpose of the criminal 
background check to eliminate every 
applicant who may have such a record. 
The employer is certainly entitled, 
however, to know the nature of the 
crime, what sentence was imposed, 
and something of the circumstances 
under which it was committed (in 
addition to any facts the applicant 
himself may have volunteered). Con- 
victions as apparently innocuous as 
traffic violations have enabled some in- 
vestigators to uncover everything from 
felonies to clearly psychopathic be- 
havior. 

4. Home life. Information on the 
applicant’s private life is usually ob- 
tained through personal interviews 
with the neighbors both at his present 
address and at two or three of his 
former locations. These interviews can 
yield a number of pertinent facts about 
his off-the-job behavior. Thus the 
neighbors’ comments may reveal an 
unhappy marriage, neglect of the chil- 
dren, and so on. On the other hand, 
they may equally well confirm that 
the applicant is a thoroughly respon- 
sible citizen. This part of the investi- 
gation also enables the investigator to 
observe the condition of the applicant’s 
home and estimate its approximate 
worth. 

Perhaps it should be emphasized 
that no one aspect of this four-part in- 
vestigation takes precedence over the 
rest in arriving at a decision on the 
applicant. Rather the report provides 
a constellation of factors that either 
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(1) clarifies whether the applicant is 
employable or not; (2) corroborates 
the data previously gathered from the 
employment interview, psychological 
tests, and the application blank; or (3) 
confuses the whole picture and indi- 
cates that more information is re- 
quired. 


What It Costs 


That’s all well and good, the reader 
may say—but just how much does 
such an investigation cost? The an- 
swer, of course, will depend on the or- 
ganization’s individual circumstances 
and needs. Some general guidance on 
this point may perhaps be forthcoming 
from the experience of one company 
in the Southwest in which over 1,500 
applicants were investigated. The cost 
of these investigations averaged out at 
$40 each. This, however, was a new 
plant in a semitransient labor market. 
Furthermore, the applicants mostly 
came from the East and from one of 
the more mobile industries—electron- 
ics—where the tight market for skills 
leads to frequent job changes. 

This company used a national net- 
work of franchised ex-F.B.I. investi- 
gators whose pricing policy is flexible 
enough to provide for any kind of in- 
vestigation needed. Thus the cost of 
the individual investigations in this 
case ranged from $12 for a local high 
school graduate to over $200 each for 
a Ph.D. systems engineer and for a 
buyer with a varied work history and 
many changes of location. 

Incidentally, of the more than 1,500 
applicants who had previously been 
interviewed and tested by the com- 





MAY-JUNE, 1961 


pany and passed as acceptable, nearly 
25 per cent were subsequently rejected 
on the basis of the information turned 
up by the pre-employment investiga- 
tions. 

This fact alone might serve as a 
sufficient indication that pre-employ- 
ment investigation is worth its cost, 
but perhaps a closer look at some ac- 
tual facts and figures will make the 
point clearer. Let us take the case, for 
example, of an employee whose salary 
and fringes amount to $5,000 a year. 
If he stays with the company for ten 
years, the employer’s outlay for his 
services amounts to $50,000—hardly a 
negligible sum, and surely worth a $40 
investigation fee. Certainly, were the 
company planning to spend $50,000 
on kitchen equipment for a new cafe- 
teria, no one would raise an eyebrow 
if the plant engineer, the architect, the 
maintenance foreman, and a member 
of the personnel department got to- 
gether for an hour to decide what 
equipment to buy. Yet an hour of these 
four men’s time would cost the com- 
pany about $40 also. 

Let’s have another comparison: the 
plant manager’s secretary is to have a 
new typewriter, and is given the choice 
between two brands. She listens to 
two half-hour sales - demonstration 
pitches and tries out each machine for 
a week. The buyer spends half an hour 
negotiating the purchase and check- 
ing maintenance service. The selection 
of a $300 piece of equipment has cost 
the company about $10 or 3.5 per cent 
of its 10-year cost. To select a secre- 
tary who will cost $40,000 during her 
10 years of service, the company may 
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spend $10 for two half-hour inter- 
views, $10 for testing, and another $20 
on a physical examination and some 
reference checking—a total of $40 or 
one tenth of 1 per cent of her 10-year 
cost. Superficial though such com- 
parisons may be, they do indicate how 
outmoded many managements’ think- 
ing is in the matter of selecting people 
whose salaries may amount to a sub- 
stantial investment over the years. 
Since pre-employment investigations 
have not been widely used in industry 
thus far, little information is available 
that throws any light on their value 
measured against such traditional in- 
dices as absence, turnover, and acci- 
dent rates. It may be noted, however, 
that the electronics firm mentioned 
had an average absence rate of less 
than 2 per cent and a turnover rate of 


slightly over 1.5 per cent per month 
during its first three years of operation. 


Some Worthwhile By-Products 
While it should be recognized that 


pre-employment investigations are not 
a substitute for any personnel func- 
tion except reference checking, they 
do, in fact, offer the personnel staff a 
number of advantages over and above 
their primary purpose. Thus they can 
speed up the training of new inter- 
viewers and improve the skill of ex- 
perienced ones. When, for instance, an 
interviewer finds out within two days 
that the tool designer he okayed for 
hire is an alcoholic who has had the 
cure twice and is in need of his third, 
he can study his error while the data 
are fresh in his mind. 

Another advantage of the pre-em- 


ployment investigation is that it en- 
ables a greater proportion of the per- 
sonnel dollar to be subcontracted on a 
use-at-will basis. During crash em- 
ployment spurts, supervisors can be 
used as substitute interviewers, with 
trained, outside investigators serving 
as reliable backstops. When the hiring 
rate levels off there is then no need to 
lay off a member of the personnel 
staff. 

Retaining an outside firm to con- 
duct pre-employment investigations 
has a certain public-relations advan- 
tage also—even though hiring is con- 
fined to the employer’s own locality. 
Ordinarily, a man who is either out of 
work or thinking of leaving his pres- 
ent job will apply to more than one 
company. If Company “X” assigns 
one of its own employees to do the in- 
vestigation, the prospective employee 
will almost certainly get wind of it 
from his neighbors. And if Company 
“X” subsequently turns him down, it 
will probably have made a life-long 
and perhaps highly vocal enemy. 
When an outside firm is retained to 
conduct the investigation, the appli- 
cant has no way of knowing which of 
the companies he has approached is in- 
vestigating him. Thus he cannot focus 
his resentment on any one of them. 


Spotting the Extra-Good Apple 


Lest it be thought that the pre-em- 
ployment investigation serves solely to 
keep the bad apples out of the barrel, 
it’s also worth emphasizing, perhaps, 
that it can equally often help the ap- 
plicant whose work record speaks 
louder than his sales pitch to an inter- 
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viewer. I recall one case where a com- 
pany was considering hiring a certain 
engineer. Negotiations were being 
conducted leisurely by mail when a 
discrepancy in the prospect’s work 
record prompted the company to ini- 
tiate a full-scale personal investigation. 
Instead of unearthing damaging evi- 
dence, however, the investigators 
found that the discrepancy was simply 
a clerical error and, more important 
still, that the man had been unduly 
modest about his accomplishments. In- 
terviews with his present and former 
co-workers revealed that he had out- 
standing ability in the prospective 
employer’s highly specialized field. 
The only reason he was resigning was 
that his wife’s health necessitated her 
living in a more temperate climate. Un- 
fortunately, by the time these queries 


had been straightened out, the pros- 
pect had accepted another job. Had 
the company miade the investigation 
at the very beginning, it would have 
secured an employee who gave every 
promise of proving an outstanding as- 
set to the organization. 


An Insubstantial Objection 


The possibility that a good appli- 
cant may accept another job while the 
company is waiting for the investiga- 
tors’ report to come in is often raised 
as a prime objection to pre-employ- 
ment investigation. Actually, no more 
than three days are needed in most 
cases. Since it is only rarely that an 
applicant is hired on the spot anyway, 
the question of delay would seem to 
be immaterial. In any case, should a 
particularly promising applicant ap- 
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pear impatient, the company can keep 
him on the hook by giving him a bat- 
tery of tests, sending him on a tour of 
the plant, or arranging for him to have 
a second interview with his prospec- 
tive supervisor. By the time he has 
finished his rounds, the report will be 
reposing on the personnel manager’s 
desk. 

Finally, it may be noted that the 
background information forthcoming 
from a pre-employment investigation 
does not lose its value once the appli- 
cant has been placed on the payroll. 
The report can help, for instance, to 
uncover the cause of a good employ- 
ee’s subsequently going sour. And, on 
the positive side, it can lend additional 
support to promotion decisions. 

Valuable though these by-products 
are, perhaps it should be stressed once 
more that the pre-employment investi- 
gation makes its major contribution to 
higher morale, increased productivity, 
and hence greater company profits 
in aiding in the selection of employ- 
ees who lead a reasonably well-or- 
dered family life, possess good work 
and attendance records, and are skill- 
ful, cooperative, willing to learn, am- 
bitious, and company-oriented. De- 
spite all the moans about “the law of 
averages,” “unions,” and “the govern- 
ment,” it is in fact possible to build 
an organization all of whose members 
possess these desirable qualities. All it 
takes is a clearer recognition of the 
simple premise on which the pre-em- 
ployment investigation is based—that 
the most reliable indicator of a man’s 
future behavior is the way he has be- 
haved in the past. 





The Interview Report— 
A Human Relations 
Training Aid 


R. J. OBROCHTA 


Convair-Astronautics, San Diego 


Many companies have had the dis- 
heartening experience of putting their 
supervisors through some training 
course in human relations only to find 
the results in no way commensurate 
with the cost. Others, whether from 
skepticism or lack of resources, have 
steered clear of all formal training pro- 
grams and have found themselves 
equally stymied by the inability of 
their supervisors to handle the human 
aspects of their jobs. Both groups, ac- 
tually, are pretty much in the same 
boat. Human relations skills, by defi- 
nition, must be learned, and the fail- 
ure of most formal attempts to incul- 
cate them merely points up the inade- 
quacy of the training methods em- 
ployed. It does not remove the need 
for training itself. 

While there is certainly no easy solu- 
tion to this problem, every company 
has at its disposal one effective and 
economical human relations training 


aid whose potential has been largely 
overlooked. This device is merely an 
extension of that old, familiar standby 
the employment interview. 

As a rule, the employment inter- 
view is looked upon simply as a selec- 
tion tool. When it is used exclusively 
for this purpose, however, half its 
value goes unrealized. To exploit its 
opportunities for human relations 
training all that is needed is a skilled 
interviewer and a sheet of paper. 

The method is simple: after seeing 
a candidate for a job opening, the em- 
ployment interviewer writes a detailed 
report on his background and temper- 
ament and passes it on to the supervi- 
sor concerned. By reading this report 
and discussing it with the interviewer, 
the supervisor not only learns a great 
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deal about how to handle the candi- 
date if he decides to hire him but also 
gains new insight into human behav- 
ior in general. 

The one prerequisite of this method 
is a competent personnel specialist 
who has had formal training in inter- 
viewing and in interpreting interview 
data. This training should have in- 
cluded interview workshops and sem- 
inars and a period of practice inter- 
viewing under observation, either in 
role playing or in real-life situations. 

Because the interview report is a 
fairly extensive document and is in- 
tended to complement, rather than re- 
place, the application blank and ré- 
sumé, it would probably be a waste of 
time to prepare one on every candi- 
date for every job. Ideally, the three 
best candidates for the job should be 
treated in this way, but the ratio of 
applicants to job openings must also 
be taken into account here. In compa- 
nies that have, say, an average of ten 
candidates for each opening, reports 
might be written on the two or three 
most promising. In companies that 
have ten openings for each applicant 
—as is common in the fields of science 
and engineering—a report should be 
prepared on every candidate who 
comes along. 

The report itself need not follow 
any particular format, though the one 
developed by Richard Fear (of which 
a modification appears in the sample 
report to follow) is in my own experi- 
ence the most workable.* The impor- 
tant consideration is that the candi- 


*R. Fear, The Evaluation Interview. McGraw- 
Hill Book Company, Inc., New York, 1958. 
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date’s experience, education, social ad- 
justment, personality, assets, and lia- 
bilities be covered clearly and suc- 
cinctly. If the supervisor decides to 
hire the candidate, he keeps a copy of 
the report as a guide to the training 
and handling of his new subordinate. 
By way of example, here is an inter- 
view report on an electronics engi- 
neer. Mr. R. was 28 years old and 
married, and had one child. Since he 
had had only two years of work ex- 
perience, the report emphasizes his 
educational achievements. 


Work History 

Working for a living is not new to Mr. 
R. He has had to contribute to his own 
support since the ninth grade and has 
held such jobs as dishwasher, farmhand, 
and drill-press operator. His important 
technical experience was with the Ajax 
Electronic Company, where he was em- 
ployed as an electronics engineer in the 
design and development of airborne nav- 
igation systems. He enjoyed the creative 
and theoretical aspects of this assignment: 
but he found the testing part dull and 
repetitive and did not like working with 
the details of laboratory procedures and 
test setups. His military experience is not 
applicable, since it was mainly concerned 
with communications and operations. 
Education 

Mr. R.’s high-school grades placed him 
in the upper quarter of his class. High 
school required little effort of him and 
he found time to play on the baseball and 
basketball teams and to serve as elected 
captain of each. He was also elected presi- 
dent of his senior class, largely because of 
the popularity gained through his prowess 
in sports. His best grades were in mathe- 
matics and theoretical physics, and he 
participated in a special honors program 
in these two studies. The analytical aspect 
of each was the most satisfying element 





for him. He was weak in English and book- 
keeping, finding both too routine and not 
particularly useful since he had already 
decided to enter the engineering field. 

In college, he majored in physics with an 
electronics option, maintaining an over- 
all average of 3.2 out of a possible 4.0. 
Here too, his best grades were in the the- 
oretical courses and in mathematics. He 
enjoyed the laboratory work of his upper- 
division experimental assignments, but 
he found the laboratory reports unwieldy, 
and his grades suffered because he did not 
turn them in on time. His lowest grades 
were in the language courses; he did not 
get along too well with his instructor and 
didn’t feel he would have much use for 
the subjects. Because he worked 20 hours 
a week and was married, he did not par- 
ticipate in extracurricular activities. 

In the Navy, he attended communications 
school for approximately three months 
and graduated in the upper tenth of his 
class. Despite this record, in his four years 
of service he was only able to make the 
rank of petty officer, third class. He found 
most of the work dull, since it consisted 
mainly of routine trouble shooting on ra- 
dio components; and receiving Morse code 
made him nervous. 


Personality 


A=Average A+=Above Average 
A—=Below Average 
A—Mature A Reliable 
A—Even-tempered A Perseverance 
A—Teamworker A_ Honest; sincere 
A+Conscientious A—Judgment 
A+Hard worker A-+Self-confidence 
A Adaptable A+Self-sufficient 


Present Social Adjustment 


Mr. R. is a hi-fi enthusiast—he built his 
own set—and has a collection of classical 
records. He enjoys swimming, hiking, 
camping, and most other outdoor activi- 
ties, and is often joined in these by his 
three-year-old son. His wife does not share 
these interests and spends most of her lei- 
sure hours reading. He has not yet partici- 
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pated in any community activity or social 
or professional group. 


Summary of Assets and Liabilities 


Assets: Desire and ability to create and 
design. High level of energy. Hard work- 
er. Meets people easily. Above average in 
intelligence. Feelings not easily hurt. 
Good analytical ability. 

Liasimities: Aggressive to the point of 
lacking tact. Independent to the point of 
being stubborn. Extrovertive to the point 
of talking too much. Lacks social finesse. 
Mediocre in appearance. Tends to be nerv- 
ous. 


Over-all Summary 


Mr. R. has had two years of experience in 
the design of microwave navigational 
components. He does best in assignments 
leaning toward the theoretical-research 
side as opposed to laboratory development- 
al or test work. He needs to be given a 
free rein, likes to be a star, and is inde- 
pendent and thick-skinned. He will need 
direction when he deals with others since 
he is aggressive, lacks tact, and will not 
be aware of having upset people. Mr. R. 
is nervous, and if tense or frustrated will 

come up with somatic problems. : 


When a supervisor gets a report like 
this, he knows what kind of employ- 
ee he is hiring—or rejecting. Mr. R. 
will be something of a problem child, 
but his behavior will not be a mystery, 
and this is what is important. 

In this particular case, the supervi- 
sor decided to hire the candidate, 
knowing full well that he would 
sometimes have to shake the stubborn 
new employee loose from his ideas. 
He also recognized that he would 
have to put up with meaningless ver- 
bal blasts and that there would be 
days when Mr. R. had nervous head- 
aches and other physical upsets. He 
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decided to team him up with another 
thick-skinned engineer, one who had 
been difficult to work with because of 
his bluntness. Mr. R. proved just the 
right partner for him. Because the two 
men could speak their piece with each 
other and exchange more than the 
average amount of psychological clob- 
bering, their collaboration was a fruit- 
ful one. 

In sum, though Mr. R. was only a 
marginal candidate, he turned in a 
good performance, largely because he 
was supervised in accordance with the 
findings of the interview report. (And 
don’t think the supervisor didn’t learn 
from this experience!) 

All this may seem like a holding 
operation rather than a source of 
training in human relations. But it is 
precisely because the interview-report 
method helps the supervisor with his 
day-to-day problems and thus puts 
him in a collaborative relationship 
with the personnel man that it is ef- 
fective as a training device. 


Some Advantages of the Report 


In selection, the supervisor normally 
tends to “screen in.” That is to say, his 
uppermost thought is to fill the open- 
ing as quickly as possible, and he con- 
sciously or otherwise tries to accept, 
rather than reject, applicants. The em- 
ployment interviewer, on the other 
hand, must maintain high quality in 
selection, and he therefore tends to 
“screen out.” The interview report 
helps resolve this conflict by encourag- 
ing compromise on both sides. The in- 
terviewer feels free to screen in margi- 
nal applicants because he has a means 
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of showing the supervisor how best to 
handle them and thus of reducing the 
risk involved in hiring them. This co- 
operativeness on the part of the per- 
sonnel man evokes a similar spirit 
from the supervisor in other hiring 
matters. 

It is immediately after the new man 
has been hired that the supervisor is 
at his most trainable. The pressures on 
him have been released, his defense 
mechanisms are at rest, and he can 
now tune his receiver to the personnel 
man’s transmitter and really listen. 
The post-hiring discussion between 
the supervisor and the personnel man 
thus affords an excellent learning cli- 
mate. Moreover, the supervisor truly 
appreciates any help he can get in 
working out an adjustment with the 
new man. No training class in human 
relations ever had such an eager audi- 
ence. What the supervisor learns about 
people is limited only by the person- 
nel specialist’s abilities. 

The relationship between the super- 
visor and the personnel man that is 
established by the interview-report 
method is one of its most useful by- 
products, and gives it a distinct advan- 
tage over most training programs. 
This. heightened understanding of 
each other’s needs and problems inev- 
itably breeds the kind of conduct that 
is profitable for any business organi- 
zation. The report approach encour- 
ages the adult concessions that spell 
good management, rather than the ap- 
peasement of egos. 

Finally, the simplicity and inexpen- 
siveness of the method should perhaps 
be pointed out once again. This on- 





the-job program for persuxnel selec- 
tion and human relations training can 
be inaugurated without the least bit of 
to-do and maintained without elabor- 
ate training schedules, classrooms, loss 
of man-hours, or other complications 
and expense. 
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The interview report not only gives 
the supervisor a general understand- 
ing of people but demonstrates for 
him the uniqueness of the individual. 
This, after all, is the principle most 
human relations programs are trying 
to teach. 


The Spread of Seniority 


SENIORITY PROVISIONS are appearing in an ever higher proportion of union contracts, 
though they show no corresponding increase in stringency and have in fact been loos- 
ened in some cases, reports The Bureau of National Affairs. Of the 400 representative 
contracts recently studied by the BNA, nine-tenths contain seniority provisions of 
some sort. The proportion is even higher in the manufacturing industries, where it 
reaches 98 per cent of the contracts studied, most of which are for apparel companies; 
in the non-manufacturing industries, of which construction is the most prominent, it 
stands at 69 per cent. 

Layoff selection is the single decision most frequently governed by seniority under 
these contracts. Almost all the agreements that contain seniority clauses and, in fact, 
almost all that deal with layoff provide that the selection will be to some extent 
determined by length of service. (In 1957, BNA points out, about 10 per cent fewer 
contracts included such provisions.) In 65 per cent of the contracts, moreover, sen- 
iority is the sole determinant of who is to be laid off. In 14 per cent, it is of only 
secondary importance, while 7 per cent accord it the same weight as other factors 
or do not specify its weight. 

In the event of a layoff, say 54 per cent of the agreements, senior employees may 
exercise bumping rights. This privilege, however, is usually qualified in some way. 
Thus most of the clauses require that the senior employee master his new job within 
a certain period of time, nearly half state that only the least senior employee in the 
seniority unit can be bumped, and some peg the bumping right to a specified amount 
of service—generally between one and five years. 

Seniority is related to promotions by over three-quarters of the contracts, as opposed 
to two-thirds in 1957, but nearly all of these allow room for other considerations. Of 
the 400 contracts, 32 per cent provide that if the senior employee is qualified for the 
higher job it must be given to him, 28 per cent give priority to other elements, and 
15 per cent assign no priorities. 

Almost half the contracts—46 per cent—include provisions on the seniority status 
of supervisors returning to the bargaining unit. Nearly three-fifths of these clauses 
state that supervisors will continue accumulating seniority even while they are out- 
side the unit; most of the remainder allow them only to retain the status they had 
earned before being promoted. 





from the 





: arbitration docket 





The Issue 


The Contract 


The Union's Argument 





Can the company restrict leaves 
of absence to employees who 
have over six months’ service? 


The contract said nothing on 
this question. The probationary 
pefiod is 30 days. 


Once a man has survived his 
probationary period, he be- 
comes a regular employee. All 
have equal rights as far as 
leaves of absence are con- 
cerned 





Can management enforce rules 
that have never been put into 
writing? 


Management has the right to 
promulgate written disciplin- 
ary rules. 


The employer never exercised 
his contractual right to promul- 
gate written rules. For that 
reason, no employee can be 
punished for violating rules. 





Does a foreman come under the 
jurisdiction of the union when 
he has only one, or occasionally 
two, employees to supervise? 


Foremen were excluded from 
the bargaining unit, but the 
contract didn’t specify when a 
foreman ceased to be a foreman. 


With no crew to supervise, the 
so-called foreman is spending 
all his time doing production 
work and therefore should be in 
the bargaining unit. 





Does the company have the 
right to # yee an employee to 


hour of daily overtime? 


The daily schedule shall con- 
sist of eight consecutive hours 
“except as interrupted by lunch 
periods.” 


If the company is permitted to 
do this, split schedules will be 
its next step. 





Do employees who refuse to 
work overtime on the day after 
a holiday forfeit their holiday 
pay? 


As a condition for holiday pay, 
employees are required to work 
“the full number of hours” on 
days surrounding the holiday. 


Only regular hours count, not 
overtime. Besides, the company 
didn’t give the grievants 24 
hours’ notice of overtime. 





Can the employer limit the use 
of company vending machines 
to certain hours? 


The contract said nothing spe- 
cific about this. But it defined 
a regular workweek and re- 
quired permission before ab- 
sences, 


Employees have had unre- 
stricted use of these vending 
machines for many ysars. That 





Nore. Since arbitrators do not follow precedent, these awards should not be taken 
as indicating how other arbitrators might rule in apparently similar cases. The full 
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Some arbitration decisions of broad management 


interest, digested from the American Arbitration 


Association’s Summary of Labor Arbitration Awards 





The Company's Defense 


The Arbitrator’s Decision 





It has been a long-standing policy not to grant 
leaves of absence to short-term employees. 


The company’s stated policy is contrary to the 
terms of the agreement, which do not permit 
discrimination between long-term and_short- 
term employees in this respect. 





It is irrelevant whether the rules are written or 
oral. As long as they are reasonable, they must 
be obeyed by the employees. 


Publication of rules is permissive, not manda- 
tory. In fact, management would have the same 
rights even in the absence of the contract clause 
referred to by the union. If an employee has 
done something he knows is wrong, he can be 
disciplined for his act. 





It isn’t for the union to say that management 
doesn’t need this man as a foreman, Further- 
more, the contract permits foremen to do bar- 
gaining-unit work. 


The need for this foreman is at a “bare mini- 
mum,” but nevertheless he remains a foreman. 
There has been no change in this situation for 
years; thus the union, never before having ques- 

the status of the foreman, can’t object 
now. 





One hour is a reasonable lunch period. The 
ame gives us the right to impose this sched- 
ule. 


The union’s fear of a split schedule is ground- 
less. The contract forbids tampering with the 
schedule by forcing a man to take time off when 
he has worked overtime. It does not, however, 
prevent what the company is trying to do in 
this case, because the new schedule is consistent 
with the regular workweek. 





Full hours mean aii the hours scheduled—this 
includes overtime. 


The union never insisted on contractual notice 
of overtime before, so it can’t insist on it now. 
The contract required work on all scheduled 
hours. Since the grievants failed to satisfy this 
requirement, they were not eligible to receive 
their holiday pay. 





The company has the right to enforce reasonable 

— We're not forbidding the use of the ma- 
altogether. All we are doing is restricting 

Selocaithie heube eh Once nadede 


While it may be bad for the employees’ morale 
to change an 18-year practice, management 
nevertheless has the right to take that risk. 





texts of any cases digested here may be obtained from the American Arbitration 
Association, 477 Madison Avenue, New York 22, New York. 
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communications 
clinic 





Communications Problems 


Do you two Clinicians have a list of 
‘do’s and don’ts’ that you might send 
us for guidance?” a reader asks, describ- 
ing his corporate plight as follows: “My 
company has started on a diversification 
program. We have recently acquired two 
small companies in two communities, 
and are currently in the talking stage 
of acquiring one or two others. Some of 
the mistakes we made in presenting 
these changes to our employees have 
already come to our attention—in exit 
interviews. What we want to do, natu- 
rally, is to avoid bloopers in employee 
communications that can be both em- 
barrassing and costly to us in the fu- 
ture.” 

The two Clinicians can’t offer a set of 
hard-and-fast rules, since circumstances 
differ from company to company. Di- 
versification and mergers, however, have 
become fairly common in American in- 


Robert Newcomb and 
Marg Sammons 


dustry, and some general principles for 
dealing with them have begun to take 
form. Most industrial relations people 
who learned the hard way would, we 
think, give the following recommenda- 
tions, which apply to both the parent or- 
ganization and its new acquisition. 

Caution lights are important, so let’s 
start with the “don’ts”: 

1. Don’t take employee acceptance of 
a merger for granted. Though employ- 
ees of the parent company may accept 
the change as indicative of growth, em- 
ployees of the acquired company may 
suspect that they are about to be swal- 
lowed up. The merger should be pains- 
takingly explained and its advantages 
pointed out. 

2. Don’t promise the employees of the 
acquired plant more than you know can — 
be delivered. Some company officials, 
flushed with triumph, have gone out on 
a limb in their predictions. As a result, 
their employees were disenchanted when 
the company didn’t turn into a paradise 
within six weeks after the merger. 

3. Don’t neglect the preparation of a 
policy manual covering any new condi- 
tions. In the absence of direction from 
headquarters, local plant managers are at 
sea, supervisors can’t answer policy ques- 
tions, employees become baffled and an- 
noyed. 

4. Don’t miss an opportunity to fa- 





miliarize employees of the newly ac- 
quired company with the complete line 
of parent-company products. This is a 
good way of helping them identify with 
the company—something that is essential 
to its operations and probably important 
to them as well. Plant-level campaigns 
have proved best for this purpose. They 
might include displays of actual prod- 
ucts and of ad proofs, posters, and re- 
prints, and films showing the products in 
use. 
5. Don’t ignore the grapevine; keep 
your ear close to it. Before, during, and 
after a merger the rumors tend to fly 
fast. The official who knows what the 
grapevine is carrying may be able to 
squelch a dangerous, inaccurate rumor 
and straighten out the story before real 
harm is done. Most authorities rate su- 
pervisory meetings the best way of find- 
ing out what’s currently on the vine. 
6. Don’t overlook your two-way com- 
munication system during and after the 
merger. It’s especially easy for the com- 
munications line to become snarled when 
new groups are suddenly brought into 
the company and strangers find them- 
selves in need of getting along with each 
other. The pros in the field urge officials 
of merging concerns to hold informa- 
tional department meetings, providing 
ample time for questions; to enclose re- 
ply cards with the mailings sent to em- 
ployees’ homes as a means of uncovering 
trouble spots; to conduct spot-check sur- 
veys of employee opinion, either on their 
own or through outside survey groups. 
7. Don’t neglect your exit interviews. 
This warning comes from several indus- 
trial relations people who have been 
through the merger mill. The areas of 


COMMUNICATIONS CLINIC 81 


discontent and danger can often be ex- 
posed here, they point out, and if you 
aren’t careful, some of your best employ- 
ees may well be siphoned off during the 
uncertainties of merger talk. 

As for merger “do’s,” it must be ad- 
mitted that they include nothing either 
new or unusual; for the most part, they 
are extensions of sound, everyday com- 
munications practice. It’s worth spelling 
them out, however, for the basic princi- 
ples of communications take on new im- 
portance during a merger. Remember: 
everything and everybody—including, as 
a rule, the company president—is an un- 
known to the employees of the acquired 
company. 

1. As soon as the papers are signed, 
call a supervisory meeting and present 
all available details. 

2. If unionized, report the merger in- 
formation to the union representatives at 
a meeting immediately following the su- 
pervisory meeting. 

3. Have the announcement of the 
merger ready to be posted on bulletin 
boards as soon as the supervisory and 
union sessions are over. 

4. Have a letter explaining all details 
ready to be sent to the employees’ homes 
right after the meetings. 

5. Hold up release of the announce- 
ment to newspapers and to radio and 
TV stations until yow have made the an- 
nouncement to your employees. 

6. Have a headquarters official on 
hand at the acquired company to an- 
swer employees’ questions and meet with 
community leaders and the local press. 

Good communications practice will 
not only clarify the new owner’s inten- 
tions but also instill employees of the ac- 
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quired company with a sense of security 
and pride in their affiliation with a large, 
successful company. 


Three hes to 

Two-Way Communication 
Compantgs continue to look for ways to 
further two-way communication, and, in 
particular, to encourage employees to 
speak their minds. Said one manufac- 
turer not long ago: “We all know that 
stimulating a flow of information back 
and forth is good industrial practice; but 
how do you get the flow started?” 

This problem was faced some months 
ago by a plant manager who had been 
struck by the lack of attention paid to 
oral communication in the employer- 
employee “conversations” held by the 
steel industry in 1960. He decided that 
the flow could be started only by a 
combination of oral and written com- 
munication. Actually, there is nothing 
too original about the techniques he 
used. The two-pronged approach, how- 
ever, is fairly rare, and it proved highly 
fruitful. 

He began by scheduling a series of 
conferences for the few hundred em- 
ployees in his plant. Each was to be at- 
tended by about 20 men, picked at ran- 
dom from the various work units; the 
“mix,” said the plant manager, should 
allow a broad perspective on many top- 
ics. He issued only one directive for 
the conferences: exchange ideas. And he 
barred only two holds: discussion of per- 
sonalities, which promised to lead no- 
where, and airing of complaints already 
being handled by the grievance machin- 
ery set up in the union contract. The 
meetings lasted one hour. 





MAY-JUNE, 196% 


The very first confab, presided over by 
the plant manager, brought forth a vari- 
ety of questions, some pointed, some 
general. Here are a few, taken at ran- 
dom: How much competition do we 
have? Who are our chief competitors? 
Where do we stand in terms of price? 
How is our foreign business? How are 
we doing on military jobs? How about 
failures in the field? Where does the em- 
ployee fit in as a salesman for the prod- 
uct? How much has the company in- 
vested per employee? What's our profit 
picture? 

The plant manager, pleased at ali this 
frank employee expression, thereupon 
introduced a column of his own into the 
little weekly plant newsletter. He based 
his discussion on the questions raised at 
the employee conferences, answering 
them as forthrightly in the column as in 
the meetings. 

So that employees could ask questions 
whenever they thought of them, he ar- 
ranged to have the names of the employ- 
ees scheduled for each conference posted 
well in advance of the meeting; employ- 
ees not included in the group could jot 
down their questions and pass them 
along to the participants. The program 
was continued until each plant employee 
had had an opportunity to sit in on at 
least one session. 

Another company, after what it de- 
scribed as “some serious, objective soul- 
searching,” brought together first-line su- 
pervisors and groups of rank-and-file em- 
ployees to see if its employees’ complaints 
could be uncovered and examined. Once 
the findings were in, it set up roughly a 
dozen committees of supervisors and 


employees, each to deal with a specific 





problem. Fortunately, the supervisors 
had taken a course in participative lead- 
ership some time before, and knew how 
to deal with communications roadblocks. 
Several recommendations came out of 
these discussions, and have since been 
adopted: some involved economic con- 
cessions; others, methods changes. 

This face-to-face approach has its ap- 
plications too, it seems, to the problem of 
safety. At still another company, a plant 
manager recently put through an order 
that the head of any department with a 
lost-time accident must attend a safety 
meeting at which the cause of the acci- 
dent would be thoroughly explored, 
along with possible ways of preventing a 
recurrence of the accident. 


Better Orientation 

To Reduce Turnover 

In a single year, one plant of a multi- 
plant company reports, its turnover was 
cut from 23.9 per cent to 8.8 per cent. 
The main reason: more thorough, more 
detailed, and more considerate orientation 
of new employees. There were other 
factors, of course, but it seems clear that 
when the new employee is treated like a 
man and not a clock number he shows 
an inclination to stay around. 

The method of improving the orienta- 
tion procedure was worked out by the 
executive in charge of orientation, the 
plant’s industrial relations manager, who 
had been much concerned about turn- 
over and had decided it was logically up 
to him to do something about it. His 
method consisted of a check list cover- 
ing those aspects of orientation in which 
his own research had showed his meth- 
ods weakest. Anyone, of course, can 
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work up such a check list; but how 
many do? 

Here’s where the industrial relations 
manager felt his efforts particularly 
needed strengthening: 

1. The oral and written presentation 
of company policy and benefits. He'd 
been leaving too much to chance—giv- 
ing the new employee a once-over-light- 
ly, then turning him over to a subordi- 
nate for a briefing that usually proved 
inadequate; handing him an outdated in- 
doctrination manual and hoping it would 
serve the purpose. Under the new sys- 
tem, he recognizes the individuality of 
the new man by providing him with a 
tailor-made indoctrination. To the charge 
that this is a costly business he replies: 
so is replacing an employee. 

2. A recital—believe it or not—of 
company history. He had come to be- 
lieve that the new employee wasn’t the 
least bit interested in the company’s his- 
tory. When he investigated, he found it 
wasn’t so. In fact, he discovered, the 
story of the company’s beginnings, by no 
means unglamorous, had a sound, mo- 
rale-building value; it seemed to give the 
newcomer something solid to identify 
with, and even a feeling of pride. 

3. Use of an organization chart. The 
new employee of a multi-plant company 
is far more interested in the local than 
in the national management. He wants 
to know the local executives by face, 
name, and job function. Using a plant 
organization chart, the industrial rela- 
tions man found, simplified indoctrina- 
tion by clarifying the line of command 
for the new employee. 

4. A plant tour and explanation of op- 
erations. Investigation showed him that 
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four out of five employees had little 
knowledge of how the company made 
its products. He therefore arranged a 
plant tour for all new employees, after 
which they were shown a film depicting 
the end use of the products. As in many 
other indoctrination programs, a ques- 
tion-and-answer period followed the pre- 
sentation. 

5. Getting the new employee off on the 
right foot with his supervisor. Enlisting 
the supervisors’ help in dealing with the 
turnover problem, the industrial rela- 
tions man arranged better “first week” 
procedures, which would evoke a friend- 
lier and more responsive attitude on the 
part of the new employee and thus ease 
the strain for everyone concerned. 

Devoting a little extra time to each of 
these five critical aspects of orientation, 
the industrial relations man feels, may 
help other companies reduce their turn- 


over rate. 


Miscellaneous Milestones in 
Employee Communications 

Onze or the small band of company 
presidents who have added the duties of 
columnist to their many others, E. B. 
Germany, head of Lone Star Steel Co., 
in Texas, writes a lively and sometimes 
argumentative weekly column called 
“The Way I See It” for his company’s 
employee paper. The column also ap- 
pears, as paid advertising, in local news- 
papers of the 17 communities where Lone 
Star employees live. 

Commentator Germany views the po- 
litical scene critically, offers tart analyses 
of what’s wrong with union-management 
relations. Last year, for instance, he 
wrote a two-part essay on the labor up- 
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risings in Albert Lea, Minn., and called 
it “Death of Mr. Freedom.” His views 
on the subject of management rights ap- 
parently find a receptive readership in 
Lone Star employees, for the company 
recently completed its first full year 
without a union contract. 

* * @# 
THe management of Reynolds Metals 
Co. believes in having its people speak 
up and believes in telling others about it. 
Each month it lists the speaking engage- 
ments of its representatives. The range 
of subject and audience is wide, and 
it’s all in the name of good will and 
good business. Recently, three men spoke 
before management associations, one ad- 
dressed a group of lumber dealers, one 
spoke to a Rotary club, two to groups 
of purchasing agents, another two to 
groups from customer companies, and 
two more to schools. 

* * # 
Increasinc the company’s sales is no 
longer the concern of the sales depart- 
ment alone. Campaigns for enlisting all 
employees in the sales effort are sprout- 
ing all over the country. A general ap- 
peal for employee help doesn’t help too 
much; the best method, authorities agree, 
is a contest in which employees accumu- 
late points in order to win something— 
in most cases, a household appliance. 
(Many employees, however, prefer the 
cash equivalent, so write the rules both 
ways.) The “sell” campaigns of recent 
months have been explicit in their aims. 
The drive being run by New Orleans 
Public Service, Inc., for example, is called 
the “Employee Lead Campaign”: credits 
are awarded on the basis of leads that 
result in sales. 
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AssIGNMENT MANAGEMENT—A GUIDE TO 
Executive ComManp. By James M. 
Black. Prentice-Hall, Inc., Englewood 
Cliffs, N. J., 1961. 224 pages. $5.95. 


Reviewed by Edith Lynch * 


In THE wortp of do-it-yourself, all sorts 
of complex activities are readily translata- 
ble into simple, step-by-step instruction 
manuals, so that almost everyone with 
normal intelligence can put together a 
fairly intricate kitchen table, a lace cloth 
to cover it with, and the like. To apply 
the same processes of dissection and re-as- 
sembly to the question of what makes a 
manager operate at top efficiency, how- 
ever, is a horse of another color. 

In Assignment Management Jim Black 
has done exactly that, and it makes for 
fascinating and informative reading. 
Only time will tell whether his directions 
can help anyone become a manager or 
improve his present managerial perform- 
ance. But if you war. to ge* a clearer 
picture of your own actions as manager, 
Mr. Black’s magnifying glass can provide 
it. And if better understanding of your 
actions can make you do a better job, 
this book is bound to be most helpful— 
though it will inflict a few jolts, and per- 
haps even a blow, to your pride and 
complacency. 

The pathway to executive command 
* Assistant Manager, AMA Personnel Division. 


described by Mr. Black is not an easy one. 
If you’re looking for pablum, don’t ex- 
pect to find it here. There are no stories 
of easy riches, no quick methods of reach- 
ing the top and staying there. Managerial 
success, the author insists, can be attained 
only by knowledge, hard work, good 
judgment, stamina, integrity, and intelli- 
gence. Assignment Management is not a 
preacher’s tome, but it does remind us 
that success depends on such old-fash- 
ioned virtues as keen observation and 
right living. 

Woven through the whole fabric of the 
book are Mr. Black’s own rules of opera- 
tion both as subordinate and as superior: 
respect the contributions of others, in- 
cluding those of your subordinates; re- 
spect other peoples’ capabilities and allow 
them the commensurate freedom to 
operate; as a leader, take the responsibil- 
ity for your subordinates’ actions—but 
give them the credit for their achieve- 
ments. His pleas for flexibility to meet 
changing circumstances and for willing- 
ness to assume new responsibilities, even 


85 








when the boss doesn’t expect any above- 
and-beyond attention to duty, constitute 
good advice for anyone working for a 
living in these swiftly changing times. 
This emphasis on performance in one’s 
current job will probably lead more than 
one reader to dig out that beauty of a 
plan that’s been reposing in his bottom 
desk drawer, polish it up, and set it be- 
fore the boss. 

The author’s recommendations on fill- 
ing the job of “second in command,” a 
post where so many would-be executives 
fail, are invaluable. Many a man has 
washed out both himself and his superior 
simply because he failed to supply his boss 
with the right facts. Mr. Black’s seven 
“don’ts” of upward communications 
should be a guide tacked on the blotter of 
every subordinate’s desk. Both he and his 
boss will operate more efficiently if he 
follows these rules. 

Mr. Black’s analysis of these and other 
aspects of managerial action should prove 
a most helpful guide for both practicing 
and would-be managers. In fact, I can 
find in it only two defects worthy of 
mention. One is its self-help tests, which, 
aside from being irritating to me person- 
ally, strike me as being of dubious value 
to managers, either actual or potential. 
But the text is certainly good enough to 
stand on its own, and readers who are 
not confirmed test-takers may skip the 
tests, as I did, and simply enjoy what 
the author has to say. 

My second reservation, which, like the 
first, may not be shared by other readers, 
is that the author seems to think an opin- 
ion takes on a special worth if it j< 
quoted from someone else. Some of 
Mr. Black’s authorities are justly famous 
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in their own right. Others have less 
standing, certainly by comparison, and 
what they have to say could just as well 
have been expressed by the author in his 
own invariably well-chosen words. 

All in all, however, Assignment Man- 
agement is a first-rate contribution to the 
field and well deserves a place in every 
manager’s library. 


Tue Impact or Cotiective BarcAININGc 
on ManaceMent. By Sumner H. 
Slichter et al. The Brookings Institu- 
tion, 1775 Massachusetts Ave., N.W., 
Washington 6, D.C., 1960. 982 pages. 
$8.75. 


Reviewed by Lawrence Stessin * 


Two pays before he died, Professor Sum- 
ner Slichter completed the manuscript for 
this book—a monumental job based on 
three years of intensive field research in 
which 650 people representing 150 com- 
panies, 25 industry associations, and 40 
unions were interviewed. 

In it Professor Slichter left a proud 
heritage. It stands as a fitting culmination 
of his lifelong study of labor relations. 
Like all his writings, this book is clear and 
forthright in style, deep in insight, and 
both long and broad in scholarly per- 
spective. 

The Impact of Collective Bargaining on 
Management was first designed as an up- 
dating of Professor Slichter’s earlier work 
Union Policies and Industrial Manage- 
ment, published by The Brookings Insti- 
tution in 1941. But so much water has 
flowed over the collective bargaining dam 
in the past two decades that what 
emerged was not a revision but a wholly 
* Professor of Management, Hofstra College. 





new book. The earlier volume was a de- 
scriptive compendium of union goals. 
Then, it showed, the major objective of 
unions was organization and recognition. 
Thousands of first-time contracts were 
signed between 1938 and 1941. Collective 
bargaining under the mantle of the Wag- 
ner Act was a new experience for both 
sides. Also, a new force was emerging— 
the industrial union, which eventually 
supplanted the craft union as the elite in 
the American labor movement. From this 
conflict the CIO was born. This was no 
time for the AFL and the CIO to force 
conceptual gains on management. Their 
aim was to sign up as many companies as 
they could, to put their signatures to 
agreements granting recognition and a 
few rather general concessions, and then 
to return to do battle with each other for 
membership expansion. 

The unions then had not yet turned 
their attention to the issue of manage- 
ment’s prerogatives. Union contracts were 
concerned for the most part with wages, 
hours, and “working conditions”—sen- 
iority provisions that protected workers in 
layoffs and promotions. To be sure, there 
were craft unions that had developed a 
‘strong policy bent for job controls—the 
closed shop, make-work rules, and re- 
sistance to technological change. And Pro- 
fessor Slichter’s study of these philoso- 
phies is still the best piece of research that 
has appeared on the subject. 

By 1956, when Professor Slichter and 
his aides undertook to bring things up to 
date, a great change had taken place in 
collective bargaining. Working conditions 
as a bargaining issue had taken a hundred 
different turns from the number of men 
required to operate a machine to the qual- 
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ity of the mattress in a cab operated by an 
over-the-road teamster. Wages had been 
supplemented by a layer of fringes rang- 
ing from a day off with pay for the boss’s 
birthday to the guaranteed annual wage. 
The handling of grievances, following 
Parkinson’s Law, had expanded from the 
simple matter of “Let’s talk it over and 
settle it” to an elaborate structure of 
mediation and arbitration that was pro- 
viding a tidy living for several thousand 
professional peace-makers. The strike, 
once a dramatic protest over concrete 
issues between management and labor, 
and always settled on the basis of eco- 
nomic considerations, had become a pub- 
lic-relations power play with the com- 
munications experts sometimes playing 
a more important role than the parties to 
the dispute. 

The complexities of the current collec- 
tive-bargaining situation did not faze Pro- 
fessor Slichter. With the methodical care 
of a scholar and the deft dramatic skill of 
a creative writer, he analyzed each of the 
labor-relations policies that have emerged 
from 25 years of bargaining between in- 
dustry and unions. In all, his book covers 
some 30 areas. 

Summarizing its conclusions is about as 
easy a task as attempting to convey the 
full flavor of a symphony by playing a sin- 
gle movement. Nevertheless, there is one 
thread that keeps running through the 
book: “The scope of managerial discre- 


,tion has been narrowed. . . .” Professor 


Slichter attributes this not to any plot or 
device of union leaders but to manage- 
ment’s lack of decisiveness on industrial- 
relations policies. 

A few quotations should make this 
point clear: 





“Most managements are more inter- 
ested in making and selling goods than in 
discussing . . . the terms of contracts.” 


“If top management is aware of the im- 
portant long-run effects of industrial rela- 
tions on labor costs, it will see that the 
staff is headed by a man of stature and 
resourcefulness who commands enough 
confidence to argue for minority points of 
view within management if necessary 
and to recommend innovations in poli- 


“Frequently union committeemen have 
assumed responsibilities that properly be- 
long to the foreman. Sometimes the union 
committeeman is a better source of infor- 
mation than the foreman. Workers may 
go to the steward or committeeman with 
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problems on production standards, incen- 
tive pay, seniority, or overtime because 
they get quick and well-informed answers 
from him.” 


“Supplementary agreements [between 
foremen and the union] are virtually in- 
evitable in plants where top management 
has failed to develop definite policies for 
dealing with the union . . . that is, plants 
where industrial-relations policy is subor- 
dinated to sales policy or to maintaining 
production schedules.” 


As these quotations should indicate, 
Professor Slichter’s book is valuable not 
only as a comprehensive treatment of a 
major force in our economy today, but 
also as a source of much-needed practical 
insights for management. 


Briefer Book Notes 


(Please order books directly from publishers) 


Giascow Lruurep: A Case-Study in Industrial War and Peace. By T. T. Paterson. 
Cambridge University Press, 32 E. 57 St., New York 22, N.Y., 1960. 243 pages. $6.00. 
Plagued for a number of years by low productivity, high turnover, frequent 
slowdowns and strikes, and all the other concomitants of low morale, “Glasgow 
Limited,” a Scottish factory, underwent a kind of regeneration in two years at the 
hands of a new manager. Dr. Paterson tells this dramatic story with a wealth of 
documentation and concludes that it was the new manager’s adherence to standards 
of justice and fairness—more important to the workers than the economics of their 
situation—that brought about the change from industrial war to industrial peace. 


Tue New American Workman. (Wage Earners and Their Supervisors, Report No. 
5.) Fred Rudge Associates, Inc., 63 Park St., New Canaan, Conn., 1961. 26 pages. 
Gratis. Based primarily upon census data, this report begins with simple graphic 
representations of the major economic, social, and occupational changes that have 
taken place in America in the last 50 years and then outlines the challenges presented 
to the business world by three developments in particular: the reduction in the 
number of blue-collar workers and the blurring of the line that divides them from 
white-collar workers; the disappearance of certain crafts and the emergence of a 
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need for certain others; and the shrinking of the promotion opportunities for non- 
college men. Limited supply available. 


Wace aNnp Sacary ApministraTion. By Adolph Langsner and Herbert G. Zollitsch. 
South-Western Publishing Company, 5101 Madison Rd., Cincinnati 27, Ohio, 1961. 
726 pages. $7.50. Starting with an explanation of the scope and background of wage 
and salary administration and its function, principles, and policies, the authors pro- 
ceed to deal with the various activities involved in the establishment and maintenance 
of an adequate and equitable wage and salary structure: job evaluation, employee 
evaluation, job standardization and work measurement, and the like. Throughout, 
the focus is on principles rather than on particular techniques. Numerous illustrations 
and tables from company practice are given, and there are also a number of case 
studies. 


LEADERSHIP AND INTERPERSONAL BeHavior. Edited by Luigi Petrullo and Bernard M. 
Bass. Holt, Rinehart and Winston, Inc., 383 Madison Ave., New York 17, N.Y., 1961. 
382 pages. $6.50. The product of a symposium sponsored by the Office of Naval 
Research and Louisiana State University in which a group of authorities presented 
their ideas and research findings on various aspects of the interaction between 
individual and situation in the leadership process. The book’s three major sections 
deal with current psychological theories, experiments in small-group processes, and 
leadership phenomena in large organizations. 


Lasor AND THE SuPREME Court. (Second Edition.) By Albion Guilford Taylor. 
Braun-Brumfield, Inc., Ann Arbor, Mich., 1961. 205 pages. $2.50. This non-technical 
presentation of the major Supreme Court decisions on labor-management relations, 
first published in 1957, has been updated to cover important recent cases, particularly 
those affecting the rights to work, to strike, to picket, and to boycott. Relevant parts 
of the Landrum-Griffin Act are also included. 


HEALTH INSURANCE FoR THE Acep. By F. J. Seidner. Public Affairs Institute, 312 Penn- 
sylvania Ave., S.E., Washington 3, D.C., 1960. 63 pages. 50 cents. The first half of this 
pamphlet presents statistics on the older population, the costs of health care, the 
inadequacy of existing methods of providing health care to the aged, and the use 
of health care facilities. The second half examines the legislative solutions that have 
so far been proposed and what has happened to them in Congress. It concludes by 
endorsing the Social Security approach to the problem. 


Topay’s Woman 1n Tomorrow's Wortp: 4 Conference Commemorating the 40th 
Anniversary of the Women’s Bureau, June 2 and 3, 1960. (Women’s Bureau Bulletin 
276.) U.S. Department of Labor, Washington, D.C., 1960. Available from Superin- 
tendent of Documents, U.S. Government Printing Office, Washington 25, D.C. 138 
pages. 50 cents. The conference reported here heard speeches and panel discussions 
on the role of American women in the labor force of the future, their preparation 
for this role, the achievements and goals of American women, and related topics. 


Top Executive Compensation. (Studies in Personnel Policy, No. 179.) National 
Industrial Conference Board, Inc., 460 Park Ave., New York 22, N.Y., 1960. 76 
pages. Conference Board Associates, $4.00; non-Associates, $20.00. A survey of the 
total compensation awarded to the three highest-paid executives in each of 999 
companies in 1959. The findings are organized by industry group—manufacturing, 
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finance, gas and electric utilities, rail and air transportation, mining, and retail trade 
—and within the first two of these groups by industry. The major emphasis in each 
section is on the relation between the top executive’s compensation and the size of 
the company. 


InpusrriaL Retations Forum. (AMA Management Report No. 54.) Personnel 
Division, American Management Association, Inc., New York, N.Y., 1961. 100 pages. 
AMA members, $2.00; non-members, $3.00. These papers and discussions, originally 
presented at AMA’s 1960 Fall Personnel Conference, deal with such varied aspects 
of industrial relations as the effect of recent Supreme Court decisions upon labor 
relations in general and upon arbitration and management rights in particular; the 
role of business and labor in the 1960 election; what a company should be getting 
from its compensation package; and prevailing job-evaluation practice. Also included 
is a symposium on the changing functions of personnel and industrial relations 
management and the challenges that confront it. 


Lasor IN A Free Society. Edited by Michael Harrington and Paul Jacobs. University 
of California Press, Berkeley 4, Calif., 1959. 186 pages. $3.00. Seven papers first 
presented at a three-day symposium, sponsored by the Fund for the Republic, which 
explored some fundamental issues in the role of unions as a force for freedom or 
constraint in the modern world. The contributors include Erich Fromm, Arthur 
J. Goldberg, Archibald Cox, and David L. Cole. 


Percertive MANAGEMENT AND Supervision: Insights for Working with People. By 
Harry W. Hepner. Prentice-Hall, Inc., Englewood Cliffs, N.J., 1961. 528 pages. 


$10.00. A self-help text that avoids the folksiness and extravagant promises common 
to its genre and focuses on the findings of the behavioral sciences. A section ex- 
pounding the basic elements of industrial human relations, for instance, includes 
chapters on the meaning of the Hawthorne studies, participation by employees, 
group dynamics and teamwork, and identification and status symbols. Other sec- 
tions deal with the various levels and functions of management; interpersonal rela- 
tions of typical departments; and improving one’s interpersonal relations and social 
skills in business and winning advancement. 


ProceEpINGs oF THE Forty-SEvENTH ANNUAL CoNVENTION: International Association 
of Personnel in Employment Security. 1.A-P.E.S., 2008 Highland Ave., Louisville 
4, Ky., 1960. 84 pages. Gratis. In addition to speeches and discussions on various 
aspects of the convention theme, “Progress Through Better Communications,” this 
volume includes the transcripts of a forum on the history of unemployment insur- 
ance and a panel discussion on the basic objectives of the Employment Security 
Program. 


Tue Wace-Price Prostem. By John M. Clark. Committee for Economic Growth 
without Inflation, The American Bankers Association, 12 E. 36 St., New York 16, 
N.Y., 1960. 69 pages. $2.50. In this lucid, yet scholarly, monograph, Professor Clark 
first discusses the question whether there is a new inflationary tendency in which 
prices are pushed up rather than pulled up (as in “classical” inflation). Concluding 
that there is such a tendency, he then examines its possible outcomes, its impact, 
and the desirability of various trends in price level. In succeeding chapters he ana- 
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lyzes the background factors conditioning price behavior and presents an “arith- 
metic of price-level stability.” He concludes with an evaluation of the remedies 
that have been proposed. 


ForecasTING Manpower NEgEps For THE AGE oF Science. Office for Scientific and 
Technical Personnel, Organisation for European Economic Co-operation, Paris, 
France, 1960. Available from O.E.E.C. Mission, Publications Office, Suite 1223, 1346 
Connecticut Ave., N.W., Washington 6, D.C. 142 pages. $2.00. A report on a semi- 
nar conducted by the Office for Scientific and Technical Personnel and attended by 
eminent economists, statisticians, educators, and manpower specialists from a num- 
ber of countries. Included are the seven papers delivered to the group and the 
discussion held on each, a list of the institutions in the participating countries that 
are concerned with forecasting manpower requirements, and an extensive bibli- 
ography. 


PRocEEDINGS OF THE TwENTy-First ANNUAL Onto PzasoNNEL INstITUTE, May 12, 
1960. The Department of Business Organization, College of Commerce and Ad- 
ministration, The Ohio State University, Columbus 10, Ohio, 1960. 103 pages. Gratis. 
Includes speeches on constructive approaches to labor relations, union views of col- 
lective bargaining, employee training and executive development, cooperation be- 
tween operating executives and staff in labor relations, short- and long-run aspects 
of management by objectives, and the role of the National Labor Relations Board. 


Factory Wace Srructures AND NaTIONAL AGREEMENTS. By D. J. Robertson. Cam- 
' bridge University Press, 32 E. 57 St., New York 22, N.Y., 1960. 260 pages. $7.50. 
A study of the structure of factory wages in Great Britain. Following an examina- 
tion of the wage structures of the engineering and shipbuilding industries, illus- 
trated by three relevant case studies, the author goes on to discuss factory wage 
structures in general and the effects of their various components. In the concluding 
sections of the book he relates these components to the wage policies of unions 
and employers’ associations and to wage theory. 


Betrer Orrices. The Institute of Directors, 10 Belgrave Sq., London, S.W. 1, Eng- 
land. 180 pages. $2.00. A copiously illustrated guide to just about every aspect of 
office planning: building site and design; heating and ventilating, lighting, and 
noise; furniture and fittings; precautions against fires and accidents, facilities for 
first aid, and so on. Though primarily intended for the British market, it might 
be of interest to American companies planning to open or refurbish a branch office 
in the U.K. 


Human Prosiems in ManaceMENt. The Connecticut Mutual Life Insurance Com- 
pany, Hartford, Conn., 1961. 36 pages. Single copies, gratis. Proceedings of Con- 
necticut Mutual’s second annual forum on mental health in business and industry, 
which was held last fall. Included are addresses by three full-time industrial psy- 
chiatrists, a panel discussion on industry’s role in mental health, and a speech by 
the president of a manufacturing company outlining a mental-health program for 
small businesses. 


Tue Epucation or Businessmen. (Supplementary Paper No. 11.) By Leonard S. 
Silk. Committee for Economic Development, 711 Fifth Ave., New York 22, N.Y., 
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1960. 48 pages. Gratis. A summary and review of two major studies of business 
education at the college and post-graduate levels, Higher Education for Business, 
by R. A. Gordon and J. E. Howell, and The Education of American Businessmen, 
by F. C. Pierson. Aimed at enlisting the support of businessmen in the effort to 
improve business education, this booklet reports the essential findings of the 
studies and the recommendations offered by their authors, appraises the studies, 
and presents some questions for discussion. 


Tue American Workers’ Fact Boox, 1960. United States Department of Labor, 
Washington, D.C., 1960. Available from Superintendent of Documents, U.S. Gov- 
ernment Printing Office, Washington 25, D.C. 395 pages. $1.50. In the words of 
former Labor Secretary James P. Mitchell, this handbook is an “attempt to present 
briefly, and in plain language, an overall picture of labor’s place in the economic 
life of the United States.” Among the many subjects covered are the labor force, 
employment and unemployment, working conditions, economic security, labor 
unions, and labor relations. 


Publications Received 


(Please order books directly from publishers) 


BrotocicaL Mopets aNp Emprricat Histories 
oF THE GrowTH oF OrcANIZATIONS. By 
Mason Haire. Institute of Industrial Re- 
lations, University of California, 201 Cali- 
fornia Hall, Berkeley 4, Calif., 1960. 40 
pages. 20 cents. 


Dererrep Compensation: Tax Relief for the 
High-Salaried Man. By S. Samuel Scoville. 
The National Underwriter Company, 420 
E. 4 St., Cincinnati 2, Ohio, 1960. 20 pages. 
Minimum order, ten copies, $3.00. 


State WorkKMEN’s CoMPENSATION Laws. 
(Bulletin 161.) U.S. Department of Labor. 
Superintendent of Documents, U.S. Gov- 
ernment Printing Office, Washington 25, 
D.C., 1960. 70 5 ages. 30 cents. 


Equat-Pay Primer: Some Basic Questions. 
U.S. Department of Labor, 1960. Superin- 
tendent of Documents, U.S. Government 
Printing Office, Washington 25, D.C. 16 
pages. 10 cents. 


MunicrpaL PeErRsoNNEL ADMINISTRATION. 
(Sixth Edition.) The International City 
Managers’ Association, 1313 E. 60 St, 
Chicago 37, Ill., 1960. 414 pages. $7.50. 


Tue Evotvinc Worx-Lire Pattern. By Fred 
Slavick and Seymour L. Wolfbein. New 
York State School of Industrial and Labor 
Relations, Cornell University, Ithaca, N.Y., 
1960. 38 pages. Fifteen cents; single copies 
gratis to N.Y. State residents. Waces in Germany, 1871-1945. By Gerhard 


Bry. Princeton University Press, Princeton, 


SupPLEMENT To Feperat Lasor Laws AND 
Acencies: A Layman’s Guide. U.S. De- 
partment of Labor, 1960. Superintendent 
of Documents, U.S. Government Printing 
Office, Washington 25, D.C. 1960. 75 
pages. 30 cents. 


NJ., 1960. 486 pages. $10.00. 


TRAINING IN OrGANIZATIONS: Business, In- 
dustrial, Government. By Emil A. Mesics. 
New York State School of Industrial and 
Labor Relations, Cornell University, Itha- 





ca, N.Y., 1960. 82 pages. Fifty cents; single 
copies gratis to N.Y. State residents. 


Lazor AND THE Pustic. By Maxwell S. Stew- 
art. Public Affairs Pamphlets, 22 E. 38 
St., New York 16, N.Y., 1960. 20 pages. 
25 cents. 


PERsONNEL ResEARcH CoNTRIBUTIONS BY U.S. 
Universities. By Frank B. Miller. New 
York State School of Industrial and Labor 
Relations, Cornell University, Ithaca, N.Y., 
1960. 42 pages. Twenty-five cents; single 
copies gratis to N.Y. State residents. 


PREVENTIVE PsycHIATRY IN THE ARMED 
Forces: With Some Implications for Civil- 
ian Use. (Report No. 47.) Group for the 
Advancement of Psychiatry, 104 E. 25 St., 
New York 10, N.Y., 1960. 312 pages. 75 
cents. 


Bastc Reapincs in Sociat Security. U.S. 
Department of Health, Education, and 
Welfare, 1960. Superintendent of Docu- 
ments, U.S. Government Printing Office, 
Washington 25, D.C. 220 pages. $1.00. 


Sociat Securrry Hanpsoox: On Old-Age, 
Survivors, and Disability Insurance. U.S. 
Department of Health, Education, and 
Welfare, 1960. Superintendent of Docu- 
ments, U.S. Government Printing Office, 
Washington 25, D.C. 262 pages. 75 cents. 


TRAINING AMERICAN BUSINESSMEN FOR 
Worx Asroap. By Jane Dustan. Council 
for International Progress in Management 
(USA), Inc., 247 Park Ave., New York 17, 
N.Y., 1960. 32 pages. $2.50. 


Practica, Business Psycuotocy. (Third 
Edition.) By Donald A. Laird and Eleanor 
Laird. Gregg Publishing Div., McGraw- 
Hill Book Company, Inc., 330 W. 42 St., 
New York 36, N.Y., 1961. 442 pages. $5.75. 


Way anp How To Prepare aN Errective 
Jos Resume. (Third Edition.) By Juvenal 
L. Angel. World Trade Academy Press, 
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Inc., 50 E. 42 St. New York 17, N.Y., 
1961. 105 pages. $7.50. 


A Case Stupy or Hicu Lever ApMinistra- 
TION IN A Larce Orcanization. By John 
D. Glover and Paul R. Lawrence. Division 
of Research, Harvard University Gradu- 
ate School of Business Administration, 
Boston, Mass., 1960. 120 pages. $2.00. 


Attorneys’ Fees in WorkMen’s ComPeEn- 
saTion. (Bulletin No. 220.) U.S. Depart- 
ment of Labor, 1960. Superintendent of 
Documents, U.S. Government Printing 
Office, Washington 25, D.C. 48 pages. 25 
cents. 


ELEMENTS OF HeaLtH Insurance Topay. By 
Odin W. Anderson. Health Information 
Foundation, 420 Lexington Ave., New 
York 17, N.Y., 1960. Single copies, gratis. 


Tue Lire anp Work oF Etton Mayo. By 
Lyndall F. Urwick. Urwick, Orr & Part- 
ners Ltd., 14 Hobart Place, London, S.W. 
1, England. 34 pages. 4 shillings. 


Encrneers’ Jos Directory 1960. Decision/ 
Inc., 4600A Red Bank Road, Cincinnati 27, 
Ohio, 1960. 92 pages. $5.00. 


TRAINING OpporTUNITIES FOR WOMEN AND 
Gints: Pre-employment Courses, Initial 
Training Programs. (Women’s Bureau 
Bulletin No. 274.) U.S. Department of 
Labor, 1960. Superintendent of Docu- 
ments, U.S. Government Printing Office, 
Washington 25, D.C. 64 pages. 30 cents. 


Tue AppralsaL oF Executive PERFORMANCE. 
(Selected References No. 96.) Industrial 
Relations Section, Princeton University, 
Princeton, N.J., 1960. 4 pages. 30 cents. 


Joss 1960-1970, tHe CHANGING PatrerRN: 
Manpower and Technological Change in 
New York State. New York State Depart- 
ment of Labor, State Office Building, Al- 
bany, N.Y., 1960. 40 pages. Gratis. 














; ee it’s been some time since we 
heard from Saul W. Gellerman, who 
leads off this issue with “A Hard Look at 
Testing” (page 8), he has been far from 
idle since his last appearance in our pages 
(November-December, 1958). He has 
produced an excellent book on industrial 
psychology for the layman, People, Prob- 
lems, and Profits, which was published 
by McGraw-Hill last year, and is now 
hard at work on a fairly comprehensive 
treatment of motivation, to be published 
in due course by AMA. A graduate of the 
University of Missouri, Dr. Gellerman ob- 
tained his Ph.D. at the University of 
Pennsylvania and later joined the Per- 
sonnel Laboratory, Inc., of New York, as 
head of its psychological staff. At present, 
he is in charge of personnel research for 
the Data Processing Division of IBM, 
whose views on testing, he would like to 
make it clear, are not necessarily in line 
with the opinions expressed in his article. 
In his present capacity, Dr. Gellerman is 
carrying out exploratory work on morale 
and the development of pre-employment 
tests — second- and third - generation, of 
course. 


94 





who’s who 
in this issue 


Robert R. Doberstein, to whom we 
are indebted for “Money and the Whole 
Man” (page 16), has been Principal As- 
sociate at the Chicago office of Cresap, 
McCormick, and Paget since 1957. Before 
joining the firm four years earlier, he 
served as management consultant to vari- 
ous state and municipal governments on 
problems of organization, personnel ad- 
ministration, and compensation. A grad- 
uate of Northwestern University, Mr. 
Doberstein has also had experience in 
production control and cost accounting. 
He has served as a discussion leader for 
several AMA seminars. 


Of the two authors of “An Experiment 
in Management Development” (page 25), 
Alfred P. Wiora is presently Manager 
of Test Engineering for Ground Systems 
Group at Hughes Aircraft Company, Ful- 
lerton, Calif., where he is responsible for 
equipment design and construction and 
for functional testing of the product. Be- 
fore joining Hughes eight years ago, Mr. 
Wiora did research and development 
work at the Physics Department of the 
University of Pennsylvania and at Nor- 
den Laboratories, White Plains, N.Y. A 
graduate of the University of Pennsylva- 





nia in physics, he studied electrical en- 
gineering at Rutgers and chemistry at 
DePaul University and has also done 
graduate work in business administra- 
tion. His co-author, John W. Trego, is 
Personnel Development Administrator at 
Hughes’ Ground Systems Group. In this 
capacity, he is responsible for manage- 
ment and technical training programs for 
GSG employees. Holder of a B.S. from 
Lebanon Valley College and an M.A. 
from Columbia University, Dr. Trego ob- 
tained his doctorate in educational ad- 
ministration from Temple University. 
Before joining Hughes, he spent 13 years 
at Temple—four as a member of the elec- 
tronics staff and nine as an administrative 
assistant. 


Last heard from in our September- 
October, 1958, issue, Robert Hoppock, 


author of “Ground Rules for Appraisal 
Interviewers” (page 31), is a man of 
varied talents and correspondingly wide 
experience. He won his B.S. in economics 
at Wesleyan University and his M.A. and 
Ph.D. degrees in educational psychology 
at Columbia and has taught at Columbia, 
Fordham, Iowa, and Wisconsin univer- 
sities. At one stage in his career—for a 
full ten years, in fact—he operated a suc- 
cessful publishing business, which he 
eventually sold at a profit. Dr. Hoppock, 
who’s been training counselors at NYU 
for over 20 years, is now Director of that 
university's Institute of Occupational Re- 
search. A past president of the National 
Vocational Guidance Association, he has 
written several books and numerous 
magazine articles. 


Space limitations, unfortunately, pre- 
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clude our doing full justice to the im- 
pressive record of Harry Levinson, au- 
thor of “Industrial Mental Health: Prog- 
ress and Prospects” (page 35). A graduate 
of Kansas State Teachers College, Dr. 
Levinson obtained his Master’s degree at 
Emporia State and his Ph.D. in clinical 
psychology at the University of Kansas. 
From 1950 to 1953, he was coordinator 
of professional education at the Topeka 
State Hospital. In 1954, he was appointed 
to the staff of The Menninger Foundation 
to study the extent of emotional mal- 
adjustment in industry. An outgrowth of 
that study was the establishment of the 
Foundation’s Division of Industrial Men- 
tal Health, of which he is now the direc- 
tor. A prolific writer on mental health, 
Dr. Levinson is shortly taking a‘leave of 
absence from the Foundation to join the 
faculty of the School of Industrial Man- 
agement at M.I.T. 


After rashly promising us more bio- 
graphical information than we could pos- 
sibly use, John C. Richards, author of 
“Building Coaching into the Manager’s 
Job” (page 43), sat chewing on his pen- 
cil, he tells us, as he struggled to get his 
facts down on paper. The outcome was 
some straightforward chronology—in 
1941, an S.B. in general engineering 
from M.I.T., where he majored in per- 
sonnel and industrial relations; one year 
with DuPont, in Richmond, Va.; another 
year with Monsanto, in Springfield, 
Mass.; and the last 14 years with Sylvania, 
in various locations—this information 
supplemented by such irrelevant but 
fascinating facts as that Mr. Richards has 
a twin brother who tops his 6 ft. 3. in. 
by another three inches. At Sylvania, Mr. 
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Richards was a Personnel Supervisor until 
two years ago, when he was appointed to 
his present post of Personnel Develop- 
ment Coordinator. 


Professor and Chairman of the Depart- 
ment of Management at Arizona State 
University, Keith Davis, whose article, 
“Steps Toward a More Flexible Discipli- 
nary Policy,” appears on page 52, earned 
his Ph.D. in business administration at 
Ohio State University and taught at that 
university as well as at the universities of 
Indiana, Texas, California, and Colorado, 
and at Georgia State College. Before turn- 
ing to education, Dr. Davis was associated 
with Howard Hughes industries. He has 
long been active as a consultant to indus- 
try and to various university executive de- 
velopment programs. In 1956, he con- 
ducted a program for the Executives’ 
Association of Havana, and he spent last 
summer teaching in the Executive Pro- 
gram of the Chilean Management Asso- 
ciation. Dr. Davis has over 40 professional 
articles and three books to his credit, and 
is a Consulting Editor for McGraw-Hill. 


John J. Clark, co-author of “An Al- 
ternative to Group Health Insurance” 
(page 57), is Associate Professor of 
Economics and Director of the Graduate 
Division of the College of Business Ad- 
ministration of St. John’s University. A 
graduate of St. John’s, Dr. Clark ob- 
tained his M.B.A. at CCNY and his 
Ph.D. at NYU. He has written many 
articles on business topics. His somewhat 
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confusingly named co-author, Robert J. 
Clarke, has been associated with The 
Seamen’s Bank for Savings for the past 
44 years. He was named Supervisor of 
Personnel for the Bank in 1935, and now 
holds the post of Secretary and Personnel 
Officer. 


Now Supervisor of Industrial Rela- 
tions at the University of Wisconsin’s 
Management Institute, James A. Lee, 
who contributes “How to Keep Bad Ap- 
ples out of the Barrel” (page 66), has had 
extensive first-hand experience in per- 
sonnel administration, having previously 
served as Director of Industrial Relations 
at Kennecott Copper Corporation, Per- 
sonnel Manager of The O. S. Stapley 
Company, and, from 1956 to 1960, Per- 
sonnel Director of the Aeronautical 
Equipment Division of Sperry Rand. Mr. 
Lee, who started out as a tool designer, 
received his A.B. in psychology from 
Fresno State College and his M.S. in 
psychology from the University of Utah. 


R. J. Obrochta, author of “The Inter- 
view Report—A Human Relations Train- 
ing Aid” (page 73), presently holds the 
post of Personnel Engineer with Convair- 
Astronautics. He has spent ten years in 
the personnel field. Holder of an M.A. 
in industrial-clinical psychology from 
Loyola University, Mr. Obrochta also 
teaches psychology at San Diego City Col- 
lege and runs a consulting firm of his 
own, specializing in personnel selection 
and vocational counseling. 


cor 


Part-trmz employment grew three times as rapidly as total employment in the decade 
of the 1950's, reports the Bureau of Labor Statistics. By last May there were some 
12.5 million people—nearly a fifth of the employed labor furce—in part-time jobs. 
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OPTIMUM USE OF ENGINEERING TALENT 


Here is the first comprehensive analysis of the management of 
engineers. Thirty-one executives describe effective management 
techniques and practical solutions for the unique problems of the 
manager of technical personnel. Facing up to the very real and 
continuing shortage of engineers, these managers make optimum 
use of the engineering skills and talent that are available. 
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They discuss every phase of effective engineering management 
—from basic objectives, responsibilities, and organization of the 
engineering division to recruiting and selection, compensation, su- 
pervision, professional development, and evaluation. The vital 
role of the engineering manager is also discussed. This new book 
shows him how to help both top management and the engineer 
do a better job. 416 pages. (1961) 
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